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| Section 1

Message from the Ministers

The Honourable Pierre S. Pettigrew
Minister for International Trade

Over the past 12 months, some highly challenging
developments at home and abroad have brought the
spirit and resilience of Canadians to the fore. During a
year marked by international conflict, regional tensions,
economic uncertainty and the emergence of new
concerns such as severe acute respiratory syndrome
(SARS), Canadians have resolutely and successfully
continued to pursue the country’s national and
international agenda. This is no small achievement.

As the agency that leads Canada’s relations with
the world, the Department of Foreign Affairs and
International Trade and its extensive network of
domestic and international partners have contributed
to the progress made in advancing Canada’s interests
during this difficult period. That contribution is the
subject of this report.

The Canada We Want

The past year saw the Department following through
on various commitments made in the September 2002

The Honourable Bill Graham
Minister of Foreign Affairs

Speech from the Throne. In order to continue Canada’s
“long history of contributing solutions to global
problems,” the government pledged to remain vigilant
in protecting the safety and security of Canadians; to
collaborate with the United States on mutual security
issues; to work through organizations like the United
Nations to ensure that the rule of international law
is enforced; to promote pluralism, freedom and
democracy; to increase development assistance,
particulatly in Africa; and to engage Canadians on the
country’s role in the global community.

Listening to the Views of Canadians

Consulting Canadians on specific issues of foreign
policy is a regular activity of the Department.
However, the consultation noted in the Throne
Speech was something much more comprehensive.
In January 2003, we launched a Dialogue on Foreign
Policy to engage Canadians on the full spectrum of
this country’s international priorities in the face of
new global realities. The results will help ensure that
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the views of Canadians are fully reflected in foreign
policy making over the months and years to come.
Meanwhile, the Department expanded its interaction
with public interest groups, the private sector and
the academic community on trade, investment and
development matters.

Strengthening Canada-U.S.
Relations

Although much has been made of recent disagreements
over Iraq and softwood lumber, it is important
to emphasize that Canada’s relationship with the
United States remains a strong one built on ties of
family, friendship, and a track record of collaboration
on issues of continental, hemispheric and global
importance. We recently announced plans to realize
another Throne Speech commitment by increasing
Canadian representation in the United States. By the
fall of 2004, seven new consulates will be opened
in Houston, Raleigh-Durham, Denver, San Diego,
Philadelphia, Phoenix and Anchorage. In addition,
existing consulates in Miami and San Francisco will
be upgraded to consulates general, and 20 honorary
consuls will be appointed in important US. cities
where there are no Government of Canada offices.
This will strengthen Canada’s capacity to advocate its
interests in the U.S. and to develop innovative strategic
partnerships in key American centres. Another
important development over the past year was our
negotiation of the Canada-US. Enhanced Security
Cooperation Agreement, which has established a
binational group to develop contingency planning
in response to potential crises in North America,
including terrorist threats and natural disasters.

Increasing Prosperity Through Trade
and Investment

Despite a global downturn that adversely affected most
of our major trading partners, the past year has been one
of remarkable economic success for Canada. Already
the world’s fifth largest trading nation, Canada had the
fastest growing economy among G7 countries in 2002.
Economic activity rose for the 11th year in a row, by
3.4%, and our economy is expected to outperform that
of all other G7 countries again this year. Also worth
noting is the fact that Canada’s business environment
was ranked first worldwide in the 2003 ranking by the
Economist Intelligence Unit, up from fourth place
the year before. This ranking is based on various
factors, including political environment, infrastructure,
market opportunities, business taxes, and policies
related to private enterprise, competition and foreign
investment. The Economist Intelligence Unit, part of
the organization that publishes The Economist magazine,

provides independent intelligence on worldwide
market trends and business strategies.

Last year Canadians continued to benefit from the
North American Free Trade Agreement (NAFTA).
Integration of the North American market, which
NAFTA has accelerated, has helped our economy
absorb and deflect external shocks. Meanwhile, efforts
to improve security and efficiency at the Canada-U.S.
border continued with further implementation of the
Smart Border Declaration, including the opening of
FAST lanes for pre-approved commercial traffic at
Windsor-Detroit, Sarnia-Port Huron and Fort Etrie-
Buffalo.

Progress was made on all fronts at the World Trade
Organization negotiations, although more time is
needed to build consensus in a few key areas. In talks
on trade in services, Canada set a historic precedent by
making its position public; this example was followed
by others, including the US. and European Union.
In other trade initiatives, we continued to negotiate a
Free Trade Area of the Americas and to pursue trade
talks with the Central America Four (El Salvador,
Guatemala, Honduras and Nicaragua) and with
Singapore. As part of an initiative that emerged from
our G8 Africa Action Plan, we also provided least-
developed countries with duty-free and quota-free
access to Canadian markets to help foster economic
growth in these countries.

In all these initiatives, the Department is concentrating
on a trade policy that better integrates economic and
social policies aimed at promoting sustainable growth
and social cohesion.

Working to Enhance Global Security

As G8 chair in 2002, Canada played a leadership role
in securing a G8 commitment to raise up to $20 billion
to combat weapons and materials of mass destruction,
with an initial focus on Russia. Canada will contribute
up to §1 billion over 10 years to the Global Partnership
Against Weapons and Materials of Mass Destruction.
To address the lack of comprehensive rules on the
non-proliferation of missiles, Canada advocated a
non-legally binding code as a first step. In 2002, this
resulted in the adoption by more than 90 countries of
the so-called Hague Code of Conduct, which aims to
prevent the proliferation of ballistic missiles capable
of delivering weapons of mass destruction. Canada
also continued to play a leading role in the international
campaign against landmines, and supported more than
100 projects that contributed to human security.
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Message from the Ministers

Advancing Canada’s Interests
Through Multilateral Organizations

While it has become clear that international
organizations need to work more effectively, Canada
continues to believe strongly in their potential. The
2002 G8 summit, hosted by Canada, established the
G8 Africa Action Plan aimed at spurring economic
development. As a principal architect of the G8
Africa Action Plan, committing $6 billion for Africa
over five years, Canada announced initiatives to
pursue priorities such as enhancement of peace and
security, and more effective responses to the spread
of communicable diseases, including HIV/AIDS.
On counter-terrorism, Canada worked closely with
multilateral organizations such as the United Nations,
the Organization of American States, the G8 and
the International Civil Aviation Organization, among
others, to develop and implement plans for countering
transborder crime and terrorist threats. As G8 chair in
2002, for example, Canada promoted the UN Security
Council Counter-Terrorism Committee as the focal
point for coordination of international action. Canada
subsequently developed and provided the Committee
with an inventory of its assistance programs that has
been used as a model for other states.

At the United Nations, Canada was uniquely active
among non-members of the Security Council in its
efforts to bridge differences among Council members
on the question of Iraq. While these efforts were
unsuccessful, their value in support of the UN was
widely recognized. Last year, Canada remained at the
forefront of efforts to establish the International
Criminal Court, which elected Canadian Philippe
Kirsh as president at its inaugural meeting.

Advancing Human Rights,
Democracy and Good Governance

Canada is highly respected for its long-standing
advocacy of democracy, human rights, diversity and
good governance. Through a range of diplomatic and
programming initiatives, this department promoted
and protected these objectives worldwide. Last year,
Canada played a leading role at the UN Commission
on Human Rights (CHR), leading on more resolutions

than any other single Western Group nation. Beyond
the CHR, Canada worked toward the -effective
implementation of the major human rights treaties.
Over the past year, Canada was not only a strong
and consistent voice calling for states to respect the
obligations they have undertaken, but also a source
of practical assistance to states and multilateral
mechanisms working toward the implementation of
treaty commitments.

Providing the Best Information and
Advice to Canadians

Last year, the Department expanded and revamped the
international gateway on the Government of Canada
Web site, as well as its own site. We established an on-
line system for registration of Canadians abroad and
improved contingency planning to protect Canadians
in emergencies abroad. Close to 800 employees
working in consular services continue to assist about
2.5 million Canadians each year in over 180 countries.
The Department’s Operations Centre provides
consular services to Canadians around the world 24
hours a day, seven days a week. We also launched the
Virtual Trade Commissionet, an on-line setrvice that
provides Canadian exporters with tailored information
on international business opportunities.

Looking Ahead

In order to operate more effectively in a volatile
international environment, the Government of
Canada is better integrating its foreign and domestic
policies to ensure that our diplomacy, defence
capability, trade policy and development assistance
efforts work together in advancing Canada’s interests.
The Department is playing a leadership role in that
process.

Our success over the past year is a result of the hard
work of our employees. In conjunction with the
Minister for International Cooperation and the three
Secretaries of State (Asia-Pacific; Central and Eastern
Europe and the Middle East; and Latin America,
Africa and La Francophonie), we take this opportunity
to recognize their dedication to serving Canadians.
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lISection 2

Readers of previous Departmental Performance
Reports of the Department of Foreign Affairs and
International Trade will notice some fundamental
differences in the method of reporting, beginning this
year.

A More Disciplined Approach to
Reporting on Performance

In preparing this report, the Department paid close
attention to the six principles for public performance
reporting set by Treasury Board of Canada Secretariat.
The information presented is coherent and balanced.
It highlights outcomes, links resources to those
outcomes, compares performance with eatlier
commitments, explains context and provides credible
means of evaluating performance.

A Greater Focus on Results

In the 2002-2003 Report on Plans and Priorities, the
Department made a commitment to implement a
strategic framework for results-based planning and
ptiority setting. This has been done. The Strategic
Planning and Priorities Framework, established
in November 2002 (see the About Us section for
more detail), sets the direction for the Department’s

planning, priority setting and reporting, As a result,
this Departmental Performance Report outlines the
achievements of the past year in a way that more clearly
demonstrates the overall logic and strategic thinking
that guide the Department in carrying out its mandate.
It also provides substantially more information on
performance monitoring and lessons learned than in
previous years, while highlighting the benefits that the
work of the Department provides to Canadians.

A More User-Friendly Document

The Department is making an effort to improve the
clarity and readability of its planning and performance
reports. In this report, bureaucratic language has been
avoided and the use of acronyms has been kept to a
minimum. Initiatives and terms that may be unfamiliar
to some readers have been briefly explained. Finally,
the report features more headings and graphics, not
only to make it easier for readers to find exactly what
they are looking for, but also to present information in
the most succinct and direct manner possible.

The report begins by briefly describing the purpose of
the Department’s new Strategic Planning and Priorities
Framework. It then explains some fundamentals of the
Department such as governance and accountability,
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resource allocation and methods used throughout its
operations to monitor performance. This is followed
by a review of what took place in 2002-2003, including
a brief description of the environmental factors that
affected the Department’s operations, its principal
accomplishments, and the way in which they measured
up against the strategic outcomes and key results
identified in the framework as well as the commitments
made in the Department’s 2002-2003 Report on Plans
and Priorities. In short, this report presents the “logic
model” for the entire Department and an assessment
of its overall performance last year.

The rest of the document is divided into sections that
correspond to the eight strategic outcomes articulated
in the Department’s 1996 Planning, Reporting and
Accountability Structure. These outcomes, which
include international business development and
international security and cooperation, fit into the
new Strategic Planning and Priorities Framework
horizontally. Each outcome links in a logical sequence
to key results and, ultimately, to the strategic objectives
of the Department. Eight business lines produce the
strategic outcomes.

The eight sections contain the following subsections,
which represent the essential elements of a logic
model:

o Our Long-Term Aim: The Strategic Outcome,
which explains how the business line corresponds
to the framework and, hence, to the Department as
a whole;

« Our Resources in 2002-2003, which indicates the
resources allocated to the business line;

- How We Pursue Our Long-Term Outcome, which
explains the operations of the business line;

o Our Working Environment in 2002-2003, which
describes the context of the business line’s
operations, including challenges and risks; and

o Our Accomplishments and Performance in 2002-
2003, which spells out actual achievements, showing
how they support key results and strategic objectives
of the framework. This subsection also supplies
some performance evaluation and information
about lessons learned.

At the end of the report, readers will find financial
information as well as a brief discussion of
management issues and government-wide initiatives
pertinent to the Department.

In this document, the Department reports in
accordance with the authorities set out in its 1996
Planning, Reporting and Accountability Structure as
approved by Treasury Board. At the same time, it
focuses on results, in keeping with government-wide
requirements for results-based management, thereby
providing increased accountability and transparency.
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Ml |Section 3

The Department of Foreign Affairs and International
Trade provides leadership to advance Canada’s
interests abroad. It enhances the prosperity and
security of Canadians; promotes Canadian culture and
diversity internationally; and directs Canada’s political,
economic and cultural relations with other nations. In
carrying out its mandate, the Department strategically
manages the Government of Canada’s worldwide
network of missions abroad. The missions are central
to the Department’s operations.

Internationally, the Departmentis recognized as aleader
in the use of information and telecommunications
technology among national organizations of countries
that make up the Organization for Economic
Cooperation and Development (OECD).

The over 9,600 employees of the Department are
committed to delivering results for Canadians on the
foreign policy and trade fronts as well as ensuring
continued excellence in consular services. Members
of the foreign service — over 1,900 in number — are
rotational, which means that they relocate regularly
between headquarters and Canada’s missions abroad.
Over 3,000 non-rotational staff work at headquarters
in Ottawa as well as at passport offices and trade

centres across Canada. In addition, approximately
4,600 locally engaged employees work exclusively in
other countries, providing local knowledge, language
skills and expertise to the Department and its partners
co-located at missions abroad.

The Department provides a range of services to the
foreign diplomatic community living in Canada, which
consists of approximately 7,500 accredited diplomats
and their dependants, representing 123 countries.
There are also 49 states that have non-resident
diplomatic relations with Canada.

3.1 Our Funding Base

The Department’s budget is allocated through Main
and Supplementary Estimates approved by Parliament.
In 2002-2003, the Department’s Main Hstimates
budget of $1.648 billion was allocated as follows:

» 56% to provide Canada’s representation at missions
abroad and essential supporting services;

o 26% to cover grants and contributions related to
Canada’s membership in international organizations
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such as the United Nations, the World Trade
Organization and the World Health Organization,
as well as to support UN peacekeeping missions
and departmental programs such as peacebuilding,
human security, and academic and cultural relations;
and

- 18% to finance headquarters operations (both
program expenditures and the services necessary to
support them).

Personnel costs, included in the percentages above,
accounted for about 35% of the total budget.

Later in 2002-2003, the Department received
an additional $211 million (for a total of $1.859
billion) through Supplementary Estimates and
other authorities, such as collective bargaining. This
additional $211 million covered:

o increased salary costs arising from new collective
agreements;

- expenditures related to advocating Canada’s interests
in the softwood lumber dispute with the United
States and hosting the 2002 G8 summit in Canada;

o a grant provided to the Centre for International
Governance Innovation, a wotld-class research
centre in Waterloo, Ontario, that will examine
issues related to the stability and security of the
international economic system;

o enhanced anti-terrorism and public security
initiatives;
o enhanced  property = maintenance  measures

addressing health and safety issues related to capital
“rust-out” abroad, particularly at staff quarters;

o additional support for the International Civil
Aviation Organization headquarters in Montreal;

« funding for Canada 2004-France initiatives, a series
of activities to be held in France related to the 400th
anniversary of the first French settlement in North
America; and

o the carrying forward to 2002-2003 of operating
funds lapsed at the end of the previous fiscal year.

In keeping with the 1996 Planning, Reporting and
Accountability Structure, the Department is made
up of eight business lines, defined by function. The
Strategic Planning and Priorities Framework provides
a matrix for the business lines, which all contribute
in a horizontal fashion to the Department’s strategic
objectives and key results.

3.2 How We Are
Organized

Governance and Accountability for
Results

Two Cabinet ministers are responsible for the
Department: Bill Graham, the Minister of Foreign
Affairs; and Pierre Pettigrew, the Minister for
International Trade. Given the broad scope of the
Department’s mandate, four other members of
government have specific responsibilities related to
foreign affairs and international trade:

o Susan Whelan, the Minister for International
Cooperation, who is responsible for the Canadian
International Development Agency; and

o three Secretaries of State — David Kilgour (Asia-
Pacific), Gar Knutson (Central and Eastern Europe
and Middle East) and Denis Paradis (Latin America
and Africa) (La Francophonie) — who represent
Canada and promote the country’s foreign policy
and trade priorities within their designated regions
or organization.

A number of organizations outside the Department
report to the Minister of Foreign Affairs:

o the International Development Research Centre,
which helps communities in developing countries
address social, economic and environmental
problems;

- the International Joint Commission, a Canada-U.S.
body that manages and protects lake and river
systems on the border between the two countries;
and

- Rights & Democracy (the International Centre for
Human Rights and Democratic Development), an
independent organization that promotes human
rights and democratic processes and institutions.

The Minister for International Trade has additional
responsibility for:

« Bxport Development Canada, a financial institution
that provides trade-related financial services to
Canadian exporters and investors;

o the North American Free Trade Agreement
(NAFTA) Secretariat (Canadian Section), which
helps administer the dispute settlement provisions
of NAFTA;

o the Canadian Commercial Corporation, an export
sales agency that works to expand Canada’s
international trade; and
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3.2 How We Are Organized

- the Northern Pipeline Agency, which oversees
planning and construction of the Canadian portion
of the Alaska Highway Gas Pipeline Project.

The Passport Office is a special operating agency
within the Department, reporting to the Deputy
Minister of Foreign Affairs.

Accountability for key results identified in the Strategic
Planning and Priorities Framework rests with the
Deputy Minister of Foreign Affairs and the Deputy
Minister for International Trade. The latter also shares

responsibility for Investment Partnerships Canada
(IPC) with his counterpart at Industry Canada.
IPC plays the lead role in implementing the federal
investment strategy, which aims to attract greater
foreign direct investment to Canada.

Below the levels of Deputy Minister and Associate
Deputy Minister, the Department has a Legal Adviser
and nine Assistant Deputy Ministers (ADMs). As
shown in the table below, five functional ADMs are
accountable for the eight business lines.

Business Line Structure 2002-2003

Deputy Minister (DM) /
Assistant Deputy Minister (ADM)

Business Line Responsibility

Actual Spending
($ millions) 2002-2003

ADM,, Strategic Policy A separate component of Public Diplomacy 104.2
ADM, Corporate Services, Passport and Consular Assistance to Canadians Abroad 58.9
Affairs Passport Services (3.3)
Services to Partner Departments 246.6
Corporate Services 300.1

ADM, Human Resources

Deputy Minister of Foreign Affairs /
Associate Deputy Minister

A separate component of Corporate Services

Public Diplomacy (International Cultural Relations
Bureau, Communications Bureau, Executive Services

*

*k

Bureau, Federal-Provincial-Territorial Relations)

ADM, Global and Security Policy International Security and Cooperation 597.0
ADM, Trade, Economic and Environmental Policy Trade, Economic and Environmental Policy 193.5
ADM, International Business International Business Development 256.4

Executive Director, Investment Partnerships Canada

TOTAL

* Spending for HR is included with ADM, Corporate Services.

** Spending for bureaus reporting to Deputy Ministers is included under ADM, Strategic Policy.

Investment Attraction, a shared responsibility with
Industry Canada

1,753.3

*** The Department’s contribution to the operation of Investment Partnerships Canada is included in the figure for ADM, International Business.
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Departmental Organization

Minister Minister Minister for
for of International
International Trade Foreign Affairs Cooperation

Secretary of State
(Central and Eastern Europe
and Middle East)

Secretary of State
(Asia-Pacific)

Secretary of State
(Latin America and Africa) —
(La Francophonie)

Deputy Minister of Foreign Affairs

Deputy Minister for International Trade
I

Associate Deputy Minister of Foreign Affairs

Legal Adviser Strategic Policy
Assistant Deputy Minister

Africa and Middle-East Corporate Services, Pa.sspon‘ and
Consular Affairs
Assistant Deputy Minister

Assistant Deputy Minister

Americas Human Resources
Assistant Deputy Minister Assistant Deputy Minister

Global and Security Policy
Assistant Deputy Minister
and Political Director

Asia-Pacific
Assistant Deputy Minister

Trade, Economic and
Environmental Policy
Assistant Deputy Minister

Europe
Assistant Deputy Minister

International Business Development
-t Assistant Deputy Minister and
Chief Trade Commissioner

Investment Partnerships Canada
Executive Director

International Cultural Communications Executive Services Federal-Provincial-
Relations Bureau Bureau Bureau Territorial Relations
Director General Director General Director General Senior Coordinator
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3.3 How We Operate

Geographic Branches

The four other ADMs are in charge of policies and
operations for specific geographic regions: Africa
and the Middle East, the Americas, Asia-Pacific and
Europe. The latest information on Canada’s relations
with these regions is available at http://www.dfait-
maeci.gc.ca/wortld/menu-en.asp. By following links
to the various regional sites, Internet users can access
details on the Department’s priorities and activities in
those areas, as well as country statistics and profiles,
and advice on travel and trade.

The geographic branches manage and coordinate
Canada’s relations with their designated part of
the world, providing resources and guidance to the
missions abroad, which are indispensable in pursuing
Canada’s international interests. These branches also
provide policy advice to the Ministers, based on
country and regional analysis, and manage certain
core departmental programs, all business line activities
and the initiatives of other federal departments and
agencies co-located at missions abroad. They handle
export promotion and country-specific market
access issues. Most of them promote tourism, in
conjunction with the Canadian Tourism Commission,
and support international fairs and trade missions,
investment development, and science and technology
cooperation.

The geographic branches are the Department’s main
contact with Canadian businesses. They also work
closely with non-governmental organizations and the
foreign diplomatic community in Ottawa.

3.3 How We Operate

Implementing Results-Based
Management

In November 2002, the Department established a
Strategic Planning and Priorities Framework in order
to apply principles of results-based management to its
planning and priority setting. By linking its planning
and operations to this framework, the Department is
able to demonstrate more clearly how all its activities
contribute to achieving departmental objectives. The
framework also takes into account government-wide
priorities related to Canada’s national and international
agenda.

The framework illustrates the Department’s more
strategic approach to managing its operations. It
identifies four strategic objectives, each with a series
of corresponding key results against which the

Department’s accomplishments can be measured. The
strategic objectives take into account the Department’s
extensive range of client groups and partners.

The way the objectives are ordered in the framework
— and in this report — is significant because it reflects
the logic of the Department’s planning and operations.
First, Canada’s international interests are understood
and identified. Second, resources are strategically
aligned to pursue those interests. Third, Canadians
are assisted in more fully participating in the world.
Fourth, Canada’s interests are advanced. In addition,
the Department must ensure it has the most enabling
culture possible, fully supporting its employees,
engaging with its partners and working in a highly
creative and innovative mannet.

Forging an Innovative Organization

In 2003, a report by Accenture, a leading management
and technology consulting company, ranked Canada
first in the world in e-government leadership for
the third year in a row. The Department of Foreign
Affairs and International Trade takes very seriously
its leadership role not only in expanding the global
components of the main Government of Canada Web
site but also in broadening and improving its own use
of new technologies throughout its operations.

It is seeking new and innovative ways of doing
business. For instance, the Canadian Trade
Commissioner Service has adopted what it calls
the New Approach@Work, a series of steps to
enhance client services, communications, leadership
and training. The Department is also collaborating
with other departments to provide more strategic
management of the common services that it provides
at missions abroad. Meanwhile, an initiative known as
3, which refers to the guiding principles of equilibrium
(finding the balance between work and personal life),
effectiveness and excellence, is now in place across the
Department.

More services are also being made available on the
Internet. The Passport Office is working on a system
to enable clients to apply for renewals of travel
documents on-line, and the Department is expanding
its Virtual Trade Commissioner service for exporters
to provide integrated services across the federal
government.

Foreign Service Officers

As part of its implementation of modern management,
the Department is updating the classification system of
the Foreign Service occupational group in conjunction
with Citizenship and Immigration Canada. Levels of
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seniority for this group will be doubled in number
to more accurately reflect the range of responsibility
and skill sets required for different positions, with
corresponding rates of remuneration. This process is
expected to improve the Department’s ability to attract
and retain these highly qualified employees, who are
in demand across government as well as in the private
sectof.

This change will affect three of the four streams of
Foreign Service officers, namely those in the Foreign
Service occupational group: the Department’s political/
economic officers and trade commissioners as well as
rotational immigration officers, who are employees of
Citizenship and Immigration Canada. Management/
consular officers, who make up the fourth officer
stream of the Foreign Service, are part of the Program
and Administration Services occupational group,
which has its own distinct classification system.

Each kind of Foreign Service officer has a unique
role. Political/economic officers are key players in
shaping Canada’s policies on a wide range of issues,
such as international human rights, the environment,
disarmament, the Middle East peace process and
trade disputes. In general, these officers spend a
considerable amount of time working with their
international counterparts.

Trade commissioners are instrumental in promoting
Canadian economic interests in the global marketplace.
The Canadian Trade Commissioner Service’s priority
client is the Canadian business community, and its main
objective is to help the country’s entrepreneurs succeed
in foreign markets. Trade commissioners posted
abroad follow economic developments and trends in
their designated countries to identify opportunities and
develop business networks for Canadian exporters.

The Department’s management/consular officers
manage the operations of four business lines at
missions abroad: Assistance to Canadians Abroad,
Passport Services, Corporate Services and Services
to Partner Departments. Consular officers provide
help and advice to Canadians abroad in dealing with
issues such as incarceration, death, child abduction
and evacuation in the event of a political emergency
or natural disaster. They also coordinate the services
provided to all Government of Canada departments
and agencies operating abroad, including contracting,
procurement and human resources management. At
headquarters, these officers exercise budgetary and
human resources authority.

Key Partners

As domestic and foreign policies become more and
more interconnected, broadly based cooperation is
essential to the success of the Department’s initiatives.
As a result, the Department is intensifying its working
relationship with domestic and international partners,
including:

o other federal departments and agencies;
o provincial, territorial and municipal governments;
o the Canadian private and voluntary sectors;

o Canadian non-governmental organizations and
citizens’ groups;

o the Canadian academic community;

o foreign cultural and academic communities with an
interest in Canada;

« Canadian and international media;
o representatives of foreign governments; and

- multilateral organizations.

3.4 How We Measure
Our Performance

The purpose of performance measurement is
twofold: to monitor progress made in achieving
identified results; and to gather information for
use in evaluating or auditing policies, programs and
initiatives. Historically, methods of performance
measurement in the Department, as in most of
government, have focused on outputs and activities.
Now the Department is undergoing a fundamental
reorientation to concentrate more directly on results
(i.e. what benefits are generated for Canadians). In
2002-2003, the Department started to increase its
collection of information to be used in performance
measurement through its business planning process.

While managers across the Department currently
use those performance measures that best suit their
particular operations, the Department will be adopting
a more consistent and systematic approach over the
coming years to bring individual means of measuring
performance directly in line with the priorities and key
results identified in its Strategic Planning and Priorities
Framework. It will also make use of strategies for
evaluating performance identified in results-based
management and accountability frameworks (RMAFs)
and risk-based audit frameworks (RBAFs) developed
for various departmental policies, programs and
initiatives. Last year, the Department’s Office of the
Inspector General used additional funding to enhance
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3.4 How We Measure Our Performance

its ability to assist managers across the Department
in preparing RMAFs and RBAFs. These tools set out
strategies for monitoring and evaluating performance
with a focus on results or risk management.

While performance information has been significantly
enhanced in this report, the Department is committed
to strengtheningits ability to provide more in the future.
It is currently in the process of aligning its methods
of collecting performance information with the
framework and developing more precise performance
indicators for those strategic outcomes and key
results that are more complicated to measure. This
complex task, which will take some time to complete,
is being undertaken as part of the Department’s
implementation of modern management, updated
human resources management, and results-oriented
audit and evaluation activities.
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Ml |Section 4

4.1 Our Working
Environment

A World Focused on Security

The global agenda over the last year has been
dominated by security issues related to the ongoing
conflict in Iraq as well as threats posed by terrorism,
regional tensions and weapons of mass destruction.

The Fundamental Importance of
Canada’s Relations with the United
States

Given the extraordinary importance of Canada’s
relations with the United States, the Department
places highest priority on this element of Canadian
foreign and trade policies. While much has been made
in the media over the last year about Canada’s different
approach with respect to Iraq and other issues, it is
important to recognize that the two countries have
always agreed far more than they have disagreed. This
tradition of trust and cooperation guided Canada’s
relations with the U.S. over the last year.

r Record of
hievement in

lation to Key
mmitments

The Effect of Regional Developments
Worldwide on Canada’s Interests

In advancing Canada’s interests internationally, the
Department must take into account the following
developments in certain regions of the world:

o The economies of Asia-Pacific are becoming
increasingly integrated and open to international
trade and investment. Consequently, the region’s
middle class is expanding significantly. While this
new reality is creating more opportunities for
Canadian economic cooperation with Asia-Pacific,
there are serious concerns about the rising incidence
of terrorism and the proliferation of weapons of
mass destruction across the region.

- Despite some recent economic progress in Africa,
most of the world’s 48 least-developed countries
are located there. Sub-Saharan Africa continues to
be severely affected by the spread of diseases such
as HIV/AIDS. Good governance and the reduction
of corruption are widely recognized as necessary
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preconditions for economic growth in Africa.
For Canada, it is important to be part of global
efforts to stimulate African economic development
by ensuring that development assistance is more
effective and business opportunities are expanded
with the continent.

- Continuing instability and conflict in the Middle
East have an impact on the security and prosperity
of Canadians by increasing the risks of terrorism at
home and abroad and impeding Canada’s economic
interaction with the region.

» Most countries in Latin America and the Caribbean
are struggling with significant debt loads and a low
ratio of exports to gross domestic product. Ongoing
negotiations to establish a Free Trade Area of the
Americas — in which Canada is an active participant
— are aimed at spreading the benefits of trade
liberalization and economic growth in an equitable
manner throughout the region. There is a growing
awareness in Latin America and the Caribbean that
real economic growth depends on good governance
and social development.

o The European Union (EU) is currently expanding
its membership (to 25 countries in 2004) and
moving toward greater political as well as economic
integration. The EU has been — and continues to be
—a key partner for Canada in economic, cultural and
political terms.

Canada’s Dynamic Economic
Performance in a Tough Year

Developments in the international economy have not
been positive over the last year. Economic growth
in most countries has been weaker than it has been
in a decade or more. International investment flows
have decreased, and exchange rates have fluctuated
dramatically. Meanwhile, governments have had to
significantly increase spending on security measures
and emergency preparedness to address the ongoing
threat of terrorism and political uncertainty in the
international community.

Despite these developments, Canada’s economic
performance has been stellar. Last year, this country
led the G7 in economic growth. It also ranked first in
employment growth among G7 and Organization for
Economic Cooperation and Development (OECD)
countries.

The Need for Multilateral Action

The scope and complexity of global issues is such that
no country can effect change on its own. International

problems require international solutions based on
cooperation among the broadest possible range of
countries affected. Though the past year has marked
a period of uncertainty for the multilateral system,
Canada believes in the collective strength, synergy and
productivity that can be generated by nations working
together in groups like the United Nations and the
G8. The challenge now is to ensure that multinational
organizations have the fundamentals to enable them
to produce results. Where adjustments need to be
made, Canada will participate actively in proposing and
advancing them in collaboration with its international
partners.

The Need for Greater Integration of
Domestic and Foreign Policies

The emergence of severe acute respiratory syndrome
(SARS) in Canada last March cleatly illustrated the very
real impact that international developments can have
on Canada’s domestic agenda. The first Canadian cases
were identified in people who had travelled to Hong
Kong and returned to this country. That single plane
trip dramatically affected events in Canada for several
months. Another issue that had both domestic and
international implications for Canada in 2003 was the
single incidence of bovine spongiform encephalopathy
(BSE), commonly known as mad cow disease. These
two issues alone have raised awareness among
Canadians of the need for all levels of government to
more closely integrate domestic and foreign policies
and programs in order to find the most effective
solutions. The Department is intensifying consultations
with the provinces, territories and municipalities to
ensure their interests are well represented in Canada’s
global policies and initiatives and to engage them more
actively in fostering this country’s interests abroad.

An Increased Demand for Our

Services

More and more Canadians are turning to the
Department as the source of reliable, up-to-date
information on international issues as well as on
foreign travel, markets and business opportunities.
To ensure it is well positioned to meet this demand,
the Department is striving to apply its resources as
strategically as possible and better define client needs.

Speech from the Throne
Commitments

In 2002-2003, the Departmentworked on commitments
made in the September 2002 Speech from the Throne.
These included the government’s intention to seck the
views of Canadians about the country’s international
role; increase Canadian representation and advocacy
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4.2 Our Strategic Objectives and Key Results

in the US.; enhance national security; and promote
pluralism, freedom and democracy internationally. In
addition, the Department has been contributing to
stated government-wide priorities, such as increasing
prosperity and employment and further advancing the
innovation agenda.

Risks and Challenges

In 2002-2003, the Department faced significant
risks and challenges in carrying out its mandate.
First, the Iraq crisis, and specifically the inability of
members of the UN Security Council to bridge their
differences in the months leading up to the U.S.-led
invasion, challenged the Council and, by extension,
the UN organization as a whole. Second, given the
importance of Canada’s trading relationship with the
U.S., there was a potential risk to the prosperity of the
Canadian economy if security issues and trade irritants
impeded the flow of goods, services or people across
the border. Third, the World Trade Organization
(WTO) talks faced resistance from some countries
with respect to reform of global trade in agriculture
and trade remedies and certain new issues, including
investment. Fourth, the international community
continued to grapple with threats posed by terrorism,
the Arab-Israeli conflict and tensions in Asia, Aftica
and South America. Finally, at the end of the reporting
period, the emergence of SARS in Canada highlighted
the need for greater cooperation among levels of
government in dealing with issues of this kind.

4.2 Our Strategic
Obijectives and Key
Results

The order in which the strategic outcomes and key
results are presented below reflects the inherent logic
of the Strategic Planning and Priorities Framework.
First, the international interests of Canadians are
identified. Second, the Department’s resources are
allocated to pursue those interests in a sustainable
manner. Third, the Department focuses on helping
Canadians participate more fully in global affairs and
markets. Finally, the Department advances Canada’s
international interests.

The key results are in bold italics under each strategic
objective.

Strategic Obijective: Understanding
Canada’s Interests

Effective Engagement of Canadians

o In keeping with a commitment made in the Speech
from the Throne and as part of the Department’s
ongoing engagement of Canadians on foreign
policy, the Minister of Foreign Affairs launched A
Dialogue on Foreign Policy in January 2003, inviting
views on Canada’s role in the world. By the end of
March, the Dialogue Web site (http://www.foreign-
policy- dlalogue ca) had logged some 62,500 visitors.
Related activities generated participation across
Canada, including town hall meetings arranged by
the Department and discussion groups on its Web
site. Results of the Dialogue, released in June 2003,
will contribute to foreign policy making in the years
to come.

o The Department explored specific foreign policy
issues with Canadians by holding numerous
roundtables and workshops. Topics included
Canada’s relations with Europe, the US. and the
Muslim wotld, as well as security in Asia.

- To ensure that trade policy reflects the interests and
priorities of Canadians, the Department expanded
its ongoing discussions with public interest groups,
the private sector and the academic community on
trade, investment and development.

Quality Policy Advice and Intelligence
to Government

o Last year, the Department undertook more
frequent reviews of intelligence-gathering priorities
and intelligence exchanges. Working with other
members of the intelligence community, the
Department established a committee to coordinate
interdepartmental priorities. Additional staff were
assigned to missions in strategic locations to provide
enhanced diplomatic reporting on topics trelating to
terrorism, regional stability and threats to good
governance. Enhancements at headquarters enabled
the Department to respond to the intelligence needs
of clients more effectively and inform missions of
security threats more quickly. In several instances,
missions were closed temporarily in response to
intelligence reports in order to ensure the safety and
security of Canadian personnel and assets.

Quality Information and Advice to Citizens
and Stakeholders

o Implementation of an updated Web-based
information and reporting system known as
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ATIPflow has improved the Department’s
capacity to provide prompt responses to access to
information and other requests from Canadians. In
an evaluation by the Information Commissioner
of Canada, the Department received a grade of
B (92.1%) for Access to Information compliance,
a marked improvement over the D grade (82.3%)
the year before. Particularly noteworthy is that this
improvement was made despite a 20% increase in
requests.

The Department redesigned and improved its
Web site again last year to ensure the latest and
most pertinent information is readily available
to Canadians. In 2002-2003, the redesigned site
attracted some 12.9 million visits, up from 9.4
million the previous year. Major issues addressed on
the home page included the G8 summit in Alberta,
the softwood lumber dispute with the US., SARS
and the Dialogue on Foreign Policy. A feature on the
Iraq crisis received over 15,000 visitors in the last two
weeks of March 2003 alone. Other improvements
included a revamped Canada-U.S. site and new sites
about Canada’s presence in Africa and the Middle
East. Between November 2002 and March 2003, the
Middle East site (http://www.dfait.gc.ca/middle_
east/menu-en.asp) received more than 75,000 visits,
while the Aftica site (http://www.dfait.gc.ca/africa/
menu-en.asp) logged over 27,500 visits, 68% from
outside Canada. Investment Partnerships Canada
(IPC) has also redesigned its Web site (http://www.
investincanada.gc.ca).

the previous year. The IBOC provides a matching
service, connecting foreign buyers with Canadian
firms.

Greater Integration of Foreign
and Domestic Policies

°

Greater integration of foreign and domestic policies
depends on closer partnerships with other federal
departments and agencies. Last year, the Department
consulted on international economic issues with
partner departments, including Industry Canada and
the Department of Finance Canada, participated
with the Library of Parliament in forums on
globalization and governance, and took part in the
government-wide Policy Research Initiative (http://
policyresearch.gc.ca). The mandate of this initiative
is to collect and integrate research on emerging
horizontal issues that are highly relevant to the
federal government’s medium-term policy agenda
and to ensure effective transfer of that research to
policy makers.

Strategic Obijective: Enabling
Canada’s Network Abroad

Alignment of

the Department’s

Representation Abroad with Canadian
Government Priorities

°

While the Department’s network of missions
abroad includes 164 embassies, high commissions
and consulates in 114 countries, its resources ate

Better Market Intelligence and Greater
Market Opportunities
o To improve the ability of Canadian businesses

concentrated in priority locations identified in the
Strategic Planning and Priorities Framework — G8
countries, China, India, Brazil and Mexico and the

to compete in world markets, the Department
launched the Virtual Trade Commissioner (http:
/ /www.infoexport.gc.ca). This on-line service puts
tailored information on international business
opportunities at the fingertips of Canadian exporters.
A direct mail campaign on the Canadian Trade
Commissioner Service (TCS) reached over 12,000
potential and current clients, raising awareness
of TCS services. As a result, more than 400 TCS
partner clients and 4,000 Canadian business clients
registered for a Virtual Trade Commissioner Web

page. Over 1,000 of these businesses were first-time
clients of the TCS.

International business leads are highly useful
to Canadian firms. Last year, missions abroad
provided the Department’s International Business
Opportunities Centre (IBOC) with 6,400 leads
that IBOC, in turn, shared with 18,000 Canadian
companies. This represents a 23% increase over

cities where key multilateral organizations are

based.

Realignment of representation abroad last year
included:

- the opening of a Canadian embassy in Iceland to

strengthen diplomatic relations with that country;

- an announcement that a Canadian consulate

general would be established in Chandigarh, India,
to expand immigration and visa services; and

- a successful effort to seek approval to open new

satellite offices in the U.S. over the next three
years, in keeping with a Speech from the Throne
commitment.

Effective Management of Missions Abroad
with Partner Departments and Agencies

Department of Foreign Affairs and International Trade



4.2 Our Strategic Objectives and Key Results

o Last year, a total of 202 positions were added at
missions abroad (88 of them by other departments).
This growth in staff reflects two new realities: the
increased impact that international events are having
on the delivery of Canadian government programs;
and the need to increase program capacity abroad
in the post-September 11 environment. To better
manage growth in staff at missions abroad, the
Department has:

- applied a Framework for Planning and Managing
Growth in Personnel at Missions Abroad;

- established two interdepartmental committees to
deal with long-term planning on issues related to
Canada’s representation abroad,;

- conducted an internal review of representation
abroad;

* created an office for planning and coordinating
common services; and

- developed a sophisticated electronic means of
reporting on Canadian representation abroad,
which links financial and non-financial information
to support better decision making.

o Partner departments, supportive of these efforts,
have responded favourably to consultations held by
the Department on the growth of staff at missions.

Essential Services and Infrastructure

Delivered in a Valved and Sustainable

Manner

« Managing a large and complex workforce across the
globe poses special challenges for the Department,
which relocates some 800 employees and their
families each year. Given the volatility of the
international environment, the Department must
be able to move resources quickly in response to
shifting priorities and work more creatively with
other departments and agencies whose fields
of interest are becoming more global every day.
This kind of flexibility requires highly strategic
human resources management. The Department
is introducing new human resources policies that
better reflect its evolving mandate. It is also more
directly focusing on client needs and building a
more diverse and bilingual workforce. In the past
two years, representation of visible minorities in its
workforce has increased from 5.9% to 7.3%, and
the number of persons with disabilities has risen
from 3.4% to 4.3%. Unchanged are the number of
women (48.6%) and Aboriginal people (2.2%).

« The Department owns or leases extensive property
abroad, including 228 chancery and ancillary office

spaces, 105 official residences and some 1,600
staff quarters. Crown-owned land and buildings
outside Canada, which have a replacement cost of
approximately $2 billion, represent a significant and
productive investment for Canadians. To ensure the
most effective management of these properties, the
Department continued to implement its Property
Management Improvement Plan, with a focus on
property budgets and resources and ensuring ISO
certification. The Department is also developing a
new long-term capital plan.

o The Departments real property projects fully
support priorities identified in the Strategic Planning
and Priorities Framework. The Department has also
addressed property-related health and safety issues,
added much-needed office space, responded to
market opportunities to reduce rent and replace
leases and addressed deteriorating property assets at
many missions.

o The Department’s Web site offers a critical means of
providing Canadians and non-Canadians alike with
immediate access to important information. Now
included are 180 sub-sites, 80 mission sites and over
3 million pages of information in English, French
and 14 other languages. Visits to these sites have
increased 70% to 12.9 million per year. It should
also be noted that the Department completed
conversion of its Web site to the government-wide
standards for Common Look and Feel by the target
date of December 2002.

Effective International Components on the

Government of Canada Web Site

o In keeping with the Government On-Line program,
the Department continued to play a key role last
year in the federal strategy to provide single-window
Internet access. It led enhancement of the gateway
for non-Canadian clients (http://www.Canadalnter
national.gc.ca) on the main Government of Canada
Web site. That gateway, which offers content in six
languages, has been increasingly used over the past
two years. It now receives an average of more than
100,000 visitors per month, or about 21% of all
visits to the main site.

Strategic Obijective: Enabling
Canadians to Participate in the
World

Provision of Internationally Respected
Travel Documents
o In 2002-2003, the Passport Office issued 2,179,186
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Effective Assistance,

passports in Canada, a 12.6% increase over the
previous year. According to the Passport Office’s
2002 survey, the number of satisfied clients dropped
slightly from the previous year, from 96% to 90%.
Concerns were expressed about the cost of service
and the length of wait times. In response, action is
being taken to shorten wait times.

To improve passport security, the Passport Office
introduced new printing technology in July
2002. The resultant tamper-resistant passport
incorporates a digitally produced applicant photo.
The new production process has been successfully
introduced in 19 of the 29 regional offices. Also last
year, as part of the Government On-Line program,
the Passport Office continued work on a system that
will enable Canadians to apply for travel documents
on-line.

Guidance, Advice

and Services to Canadians Abroad

o

In 2002-2003, the Department handled an estimated
1,332,393 requests for consular assistance. It opened
over 179,000 cases, 14% more than the previous
year. Some 141,042 of these cases were successfully
closed.

More than 17,751 Canadians took advantage last
year of the new on-line Registration of Canadians
Abroad system. In a crisis this system, which now
contains over 177,000 active registrants, allows
the Department to more easily track and assist
Canadians abroad. Also last year, the Department
redesigned and expanded its Web site that provides
travel information and advice related to the safety
and security of Canadians abroad. In 2002, the
consular site attracted over 1.7 million visitors, a
30% increase over the previous year. More than
10,000 e-mails on consular matters were treceived
via the Web site, up from 5,700 the year before.

The post-September 11 environment has placed
greater emphasis on security measures worldwide.
With increased funding for public security and anti-
terrorism efforts, the Department added consular
personnel to improve emergency preparedness in
response to heightened threats faced by Canadians
abroad.

The Department took comprehensive action to
ensure the safety of Canadians in the Middle
East prior to and throughout the Iraq conflict. It
also responded quickly and effectively to terrorist
activities in Southeast Asia such as the Bali bombings
and threats made against the Canadian embassy in
Manila. It upgraded security measures at Canadian
missions across the region and maintained careful

monitoring of events to ensure its ability to provide
the most effective advice and guidance to Canadians
in Southeast Asia.

Effective Delivery of International Business
Development Services to Canadians
o The

Canadian Trade Commissioner Service
helps Canadian firms succeed in global markets.
According to its third client survey (http://
www.infoexport.gc.ca/docs/clientsurvey2002-
ehtm), 79% of clients were satisfied with its
services.  Respondents  identified  significant
improvements over the previous two years in the
professionalism of staff, their ability to take the
initiative and use creativity in solving problems as
well as the timeliness of service and the range of
market knowledge provided.

The Department’s Program for Export Market
Development (PEMD) introduces small and
medium-sized companies to exporting and new
markets. Last year, it provided $15.6 million in
repayable assistance to 622 companies. During the
same period, sales reported by companies using
PEMD assistance amounted to $152 million. For
the third consecutive year, clients reported high
levels of satisfaction with PEMD. The 2002 client
survey shows an overall satisfaction rate of 92%.
Once again, clients noted the usefulness of the
PEMD Web site, the program’s positive impact on
export sales as well as its assistance in identifying
distributors and agents and in establishing contacts.
PEMD-Investment has enabled IPC to produce
33 community profiles which allow investors to
compare Canadian locations against U.S. locations
using standard criteria. This is a valuable source
of competitive intelligence that is used to attract
potential investors.

Expanded Base of Canadian Businesses
Active in the World

o The Minister for International Trade led Canada

trade missions to India, Mexico, South Africa,
Nigeria and Senegal. A total of 335 Canadian
enterprises participated in the missions and signed
101 agreements valued at $326.6 million.

In cooperation with public sector partners and trade
associations, the Department undertook outreach
activities across Canada to assist businesses led by
women, youth and Aboriginal entrepreneurs. It
also revised the Directory of Aboriginal Exporters,
created the Aboriginal Planet Business Centre
and published supplements in CanadExport (the
Department’s trade news journal) on non-traditional
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entrepreneurs. As a result, these business people
have an increased awareness of the benefits of
international business and how the Department can
help them become export ready.

Strategic Objective: Advancing
Canada’s Interests Abroad

More Effective Influence in the U.S.

o

As noted above, the Department is expanding its
presence in the U.S.

In recognition of the paramount importance of
Canada’s trade with the US., the Department
continued to play a key role in implementing the
Smart Border Declaration. The NEXUS program
for pre-approved travellers was expanded and FAST
lanes for pre-approved commercial traffic were
opened in December 2002 at Windsor-Detroit,
Sarnia-Port Huron and Fort Erie-Buffalo. These
innovations have enhanced the security of our
shared border, while facilitating the legitimate flow
of people and commerce.

To strengthen North American security, the
Department negotiated the new Canada-US.
Enhanced Security Cooperation Agreement. This
agreement established a binational group to develop
contingency planning in response to potential crises
in North America, including terrorist threats and
natural disasters.

Increased International Awareness of
Canada and Its Values

o

In 2003, the Economist Intelligence Unit ranked
Canada’s business environment first in the world
(up from fourth in 2002). The ranking is based on
various factors, including political environment,
infrastructure, market opportunities, business taxes
and policies related to private enterprise, competition
and foreign investment. The Economist Intelligence
Unit, part of the organization that publishes
The Economist magazine, provides independent
intelligence on worldwide market trends and
business strategies.

In promoting an awareness of Canada internationally
through the arts, the Department awarded 424 grants
totalling $4.6 million to Canadian artists and cultural
groups to enable them to tour internationally, and to
Canadian arts festivals to help them attract foreign
visitors. About 70% of these grants supported
Canadian cultural activities in G8 countries, with
13% of the total going to events in the U.S.

°

Strengthened Multilateral

The Department supported 60 youth programs
that enabled young Canadians to broaden their
international experience by travelling and working
in other countries. It also facilitated over 36,500
exchanges between Canadian and international
youth in 2002-2003, up 8% from the previous
year. It supported Canadian studies by about 7,000
foreign scholars as well as courses about Canada
taken by 150,000 students in Asia, Hurope and the
Americas. These foreign scholars published articles
on Canada and its policies in newspapers and
specialized magazines.

Rules-Based

Institutions and Policy Coherence

°

Canada chaired the G8 in 2002 and hosted its
summit in Kananaskis, Alberta. Three important
outcomes were the launch of the G8 Africa
Action Plan (aimed at spurring economic
development on that continent), the establishment
of the Global Partnership Against the Spread of
Weapons and Materials of Mass Destruction and
an agreement to provide greater international
security in transportation. A study published by the
University of Toronto (http://www.g8.utoronto.ca/
evaluations/2003compliance/index.html)  ranked
Canada number one among G8 countries for
delivering results on priority commitments made at
the 2002 summit.

The Department remained at the forefront of
efforts to promote ratification and implementation
of the Rome Statute of the International Criminal
Court (ICC), which entered into force on July 1,
2002. In the past year, 34 countries ratified this
statute, bringing the current total to over 90. In
March 2003, Canadian Philippe Kirsch was elected
president of the ICC at its inaugural meeting.

The Department played a key role in developing
Canada’s response to the crisis in Iraq. Furthermore,
Canada was uniquely active among non-members
of the UN Security Council in its sustained efforts
to bridge differences among Council members
on the question of Iraq. While these efforts were
unsuccessful, their value in support of the UN was
widely recognized.

Effective Advocacy of Canada’s Global
and Human Security Interests

°

Under Canadian leadership, the G8 Global
Partnership Against the Spread of Weapons and
Materials of Mass Destruction committed to raising
up to $20 billion to combat weapons of mass
destruction, initially in Russia. Canada’s contribution
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will be up to $1 billion over 10 years. This initiative,
endorsed unanimously by the UN, was opened for
subscription by all states.

o To address the lack of a comprehensive international
instrument on missile non-proliferation, Canada
advocated a non-legally binding code as a first step.
This resulted in adoption of the so-called Hague
Code of Conduct by more than 90 countries in
November 2002. Its aim is to curb and prevent
the proliferation of ballistic missiles capable of
delivering weapons of mass destruction. The
Code has over 100 subsctibers (http://www.dfait-
maeci.gc.ca/arms/missile3-en.asp).

- Canada continued to play a leading role in the
international campaign against landmines. As of
July 2003, 134 countries had ratified the Ottawa
Convention to ban them. In 2002-2003, Canada
provided more than $24 million for over 100 mine
action projects in many of the world’s most heavily
mined countries and helped countries in all regions
to meet Convention obligations.

Enhanced Support Abroad for Human
Rights, Democracy and Good Governance
o At the G8 summit in 2002, Canada was a principal
architect of the Africa Action Plan. Canada
committed $6 billion in aid for Africa in new and
existing resources over five years, including the
$500 million Canada Fund for Africa. Canada also
announced initiatives to pursue priorities set out in
the plan, including expansion of trade, investment
and market access, enhancement of peace and

security and efforts to deal more effectively with
communicable diseases (including HIV/AIDS).

o« In preparation for the UN Commission on Human
Rights, the Department held consultations with
102 Canadian non-governmental organizations
(NGOs) and civil society groups. Six consensus
resolutions were sponsored by the Canadian
delegation, more than any other single Western
Group country. The resolutions related to freedom
of expression, impunity and elimination of violence
against women. Canada was also instrumental in
ensuring the renewal of the mandate of the UN
Special Rapporteur on Violence Against Women.
According to Human Rights Watch, a leading NGO
in this field, Canada was “among the few to hold a
firm and principled line on many key human rights
issues” at the Commission’s session in 2003.

New Markets Opened and Visibility
for Canadian Products and Services
Increased

o The trade agenda in 2002-2003 was dominated
by ongoing negotiations. First, the Department
led government efforts to expand global markets
for Canadian services and goods in the WTO
talks. Progress was made on all fronts (see Trade,
Economic and Environmental Policy, Section 5.2),
but it became clear that more time was needed to
build consensus in many areas, and the agriculture
and development deadlines were missed.

» Second, the Department led Canada’s participation
in negotiations to establish a Free Trade Area of the
Americas as well as in trade talks with the Central
America Four (El Salvador, Guatemala, Honduras
and Nicaragua) and Singapore. The Canada-Costa
Rica Free Trade Agreement and its side agreements
on labour and the environment were brought into
force, and the Department prepared for possible
negotiations with countries of the Caribbean
Community (CARICOM), the Dominican Republic
and the Andean Community (Bolivia, Colombia,
Ecuador, Peru and Venezuela).

- Canada implemented a new market access initiative
for least-developed countries to provide duty-free
and quota-free access to Canadian markets, as
part of the G8 Africa Action Plan. This initiative,
which applies to all imports except supply-managed
agricultural products, should help foster economic
growth in least-developed countries, particulatly in
Africa.

» Team Canada Inc increased its initiatives to brand
Canada as creative, innovative and competitive.
Additional funding enabled the Canadian pavilions
at over 30 international trade shows to give greater
prominence to Canadian companies and enhanced
their representation in priority markets. For
instance, the Canada Pavilion at COMDEX] the
world’s largest information and communications
technology conference, held in Las Vegas last
yeat, helped generate business leads, investments
in Canadian companies and strategic alliances with
companies in the U.S., Mexico and Europe. Other
successful Brand Canada initiatives targeted trade
fairs in Hannover, Germany, the Farnborough
Air Show in the UK. and Foodex in Japan. Team
Canada Inc is a partnership of federal departments
that helps Canadian businesses exploit global market
opportunities.

- Continued efforts to brand Canada as an
international centre of high-quality education
resulted in an intake of 151,620 foreign students in
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the first nine months of 2002-2003, a 12% increase
over the previous year. Asia remained the main
source of these foreign students, but the United
States, Europe, Latin America and the Middle East
grew in importance.

Effective Management of Trade and Other

Disputes

o The importance of Canada’s trade with the US.
—and the need to resolve bilateral trade irritants and
disputes — cannot be overstated. Working closely
with the Forest Products Association of Canada
and the Federation of Canadian Municipalities,
the Department undertook an extensive advocacy
campaign to defend Canada’s interests in the
softwood lumber dispute. The campaign kept
attention focused on the issue at the U.S. Department

of Commerce and counterbalanced the powerful
U.S. lumber lobby.

4.3 Performance

Monitoring

As the preceding list of highlighted accomplishments
demonstrates, the Department began last year to
collect more information with which to measure its
performance. The bullets below indicate the particular
methods used to assess its progress in 2002-2003
in meeting the strategic objectives identified in the
Strategic Planning and Priorities Framework. Over the
next few years, the Department will be identifying key
indicators. This additional information will provide an
even clearer evaluation of performance in future.

The Department monitors how well it is

understanding Canada’s interests by:

o consulting with Canadians on issues related to
foreign policy and trade;

o tracking and assessing threats and risks to Canada
and Canadians as well as to Canadian government
employees and assets worldwide;

o providing annual updates to Cabinet on security
and intelligence matters and reviewing security with
partner departments;

o tracking compliance with the Access to Information
Act;

- monitoring feedback from clients, as well as from
the business community, media and public to ensure
overall satisfaction with the quality of the policy
advice and information provided,;

o analyzing feedback from missions and geographic
regions about Canadian interests abroad; and

- reviewing the state of Canada’s political and
economic relationships with particular countries
and regions.

The Department monitors how well it is
enabling Canada’s network abroad by:

o collecting operational information and statistical
data related to the delivery of its related services in
Canada and abroad;

o establishing service standards and assessing services
and infrastructure against them; and

- consulting with clients and partners on their level of
satisfaction with its services.

The Department monitors how well it

is enabling Canadians to participate in

the world by:

o collecting operational information and statistical
data on the delivery of its related services in Canada
and abroad;

o surveying clients on their level of satisfaction with
consular, trade and passport services;

- monitoring statistics on the number and diversity
of Canadian exporters and their level of activity in
global markets; and

o tracking independent international surveys and
rankings of Canada’s business environment.

The Department monitors its advancement of

Canadda’s interests abroad by:

-« surveying Canadians about its performance in
promoting peace, security and human rights as well
as trade and investment;

o analyzing information generated through its results-
based management and accountability framework
for the United States;

= monitoring public, political and corporate awareness
and media coverage of Canada and the Department
at home and abroad;

o tracking the degree of international interest in
Canada, the number and diversity of Canadian
studies programs and the number of foreign
students at Canadian universities;

- monitoring progress made in achieving established
milestones in strengthening rules-based institutions
and advancing human security and rights, democracy
and good governance policies, programs and
initiatives;
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> monitoring progress made in achieving established whole on the performance of the Department; and
milestones in trade negotiations and dispute o ) )
settlements as well as in signing new trade o analyzing internal audits and evaluations to ensure

agreements; the continued relevance, cffectiveness and efficiency
o o i i of policy, programs and initiatives.
< monitoring statistics on international trade and
investment flows; and

« tracking independent international surveys and 4 '4 Co mmitments Ke p‘II
rankings of Canada’s economic performance, an d Le sSSONS Lea rn ed

business environment and international activities.

In preparing this Departmental Performance Report,
the Department compared its actual accomplishments
with the key commitments made in the 2002-2003
Report on Plans and Priorities using the methods

The Department monitors its internal
operations by:

- interviewing clients and partners to solicit feedback presented above. Over the last year, the Department
on services provided,; was able to meet the vast majority of those
commitments. Mote information can be found in the

« surveying clients, employees and Canadians as a following pages.

Department’s Main Commitments and Outcomes

Commitments Made for 2002-2003 by Strategic Obijective Status
Canada’s Interests Understood
expand consultations with Canadians on key foreign policy issues
establish a new policy coordination division

intensify policy research and analysis

e o X X

increase integration of Canadian foreign policy on trade, investment, defence and international aid

Canada’s Network Abroad Enabled

strengthen security measures to better protect the safety and security of employees, v
assets and information worldwide

work more intensively with network of partners v

<

expand electronic access to departmental services

Canadians Able to Participate in the World
enhance consular services
upgrade Passport Office technology and security

begin production of digitized passport documents

SN NEENEEN

continue to provide effective services to help Canadian exporters participate more fully in global markets

Advancement of Canada’s Interests Abroad
implement more elements of the Smart Border Declaration with the U.S.
pay particular attention to ongoing trade disputes with the U.S. and EU
pursue advancement of WTO negotiations

pursue a Free Trade Area of the Americas

SN NI NN

continue free trade negotiations with the Central America Four, Singapore and
the European Free Trade Association

promote Canada’s image abroad as an attractive investment destination 4
support Canada’s involvement in the international campaign against terrorism v
manage the country’s evolving security and defence relations with key partners, particularly the U.S. v

v' = Commitment Met (continued)
® = Progress Still to Be Made
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4.4 Commitments Kept and Lessons Learned

Commitments Made for 2002-2003 by Strategic Objective Status
promote agreement among G8 leaders on measures to combat terrorism and stimulate v
economic development in Africa
strengthen the multilateral rules-based system °
reinvigorate the international non-proliferation, arms control and disarmament agenda v
focus on ways to resolve the Middle East conflict in partnership with other countries v
implement more elements contained in the action plan developed at the Summit of the v
Americas in Quebec City in 2001
deepen Canada'’s relationship with Mexico v
support the emergence of a North American community °
advance Canada’s trade interests in Asia-Pacific v
focus on reconstruction and humanitarian relief in Afghanistan v
enhance Canada’s cooperation with the EU and other Continental allies o

Internal Operations
establish a strategic framework for results-based planning and priority setfting v
modernize management, information systems and human resources [
establish an integrated system for managing property budgets and resource planning v
redesign communications functions to create a better flow of information inside and outside the Department )

v' = Commitment Met
® = Progress Still to Be Made

The Department is applying lessons learned over
the last year to current activities, while recognizing
that there are areas where it can and must be more
effective and efficient, if Canada is to maintain a
position of influence in global affairs. For instance, the
Department is striving to more fully align its activities
abroad with those of its partners, while contributing
actively to federal efforts to better integrate Canada’s
domestic and international agendas.

4.5 Looking Ahead

Over the course of the next year, the Department will
be updating and revising its Planning, Reporting and
Accountability Structure (PRAS). The PRAS specifies
accountability across the Department. Once complete,

this initiative will change the way the Department
presents information in documents such as the
Report on Plans and Priorities and the Departmental
Performance Report. It will allow information to
be organized according to the strategic objectives
identified in the Strategic Planning and Priorities
Framework instead of the strategic outcomes in
the PRAS. This will provide greater transparency by
more clearly showing the overall coherence of the
Department’s operations.

2002-2003 Departmental Performance Report 27






Hl|Section 5
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5.1 International
Business Development

5.1.1 Our Long-Term Aim: The
Strategic Outcome

Create jobs and prosperity in Canada by encouraging
Canadian firms to take full advantage of international
business opportunities and by facilitating inward
investment and technology flows.

5.1.2 Our Resources in 2002-2003

($ millions)

Planned spending at beginning of fiscal year 256.0
Total spending authorities 259.5
at end of fiscal year

Actual spending 256.4

5.1.3 How We Pursue Our
Long-Term Outcome

The International Business Development business
line contributes to the creation of employment
and prosperity in Canada by assisting the business
community in taking full advantage of international

rformance and
countability

ormation
Strategic
tcome

opportunities in the globalized economy. In addition
to supporting the expansion of Canadian exports
of goods and services, the Department’s role is to
facilitate investment into Canada and encourage
technology development through alliances with non-
Canadian partners.

This is accomplished by leading the government’s
overall trade development function through Team
Canada Inc (TCI), the partnership of 22 federal
departments and agencies responsible for international
business development. TCI provides integrated and
coordinated support programs, services and tools
to Canadian firms to assist them in expanding their
business in international markets. TCI’s Web site,
ExportSoutce  (http://www.exportsource.gc.ca), is
Canadas most comprehensive on-line source for
government export information. The Department also
collaborates closely with Industry Canada in targeted
initiatives to further attract foreign investment into
Canada through Investment Partnerships Canada
(IPC). The Department is working closely with IPC
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and TCI partners to strengthen Canada’s image as
a competitive and preferred location for foreign
investors.

The Department operates the Canadian Trade
Commissioner Service (TCS), the cornerstone of
Canada’s international business strategy in the global
marketplace. The TCS is a 100-year-old network of
more than 1,050 trade professionals (250 Canada-based
officers and 550 locally engaged commercial officers
and commercial assistants located in Canada’s missions
abroad, plus 250 officers at headquarters in Ottawa).
The Department’s trade commissioners have expertise
in a range of subjects, including foreign market access,
business prospects and contacts as well as exporting,
licensing, joint ventures and technology transfers. The
Web site of the Canadian Trade Commissioner Service,
InfoExport (http://www.infoexport.gc.ca), provides
free access to hundreds of sectoral market studies and
country-specific reports to help Canadian companies
identify foreign business opportunities and learn
more about their target markets. This site also helps
companies that are ready to export to get in touch with
the employees of the Department’s 140 trade offices
around the world and request the personalized core
services that are offered.

The Economist Intelligence Unit ranked Canada first
(up from fourth) in terms of the general environment
for doing business. The model used “secks to
measure the quality or attractiveness of the business
environment and its key components in 60 countries”

Canadian Economic Indicators, 2001 and 2002

and “reflects the main criteria used by companies
in formulating their global business strategies and
investment-location decisions.” The top five countries
were Canada, the Netherlands, Finland, the United
Kingdom and the United States.

5.1.4 Our Working Environment in
2002-2003: Challenges and Risks

For Canada, 2002 marked the 11th consecutive
year of economic growth, the longest and most
stable expansion of the post-war era. However, the
past year was a difficult one globally, with most of
Canada’s major trading partners recording sub-par
performances. Canada’s strong domestic economic
performance and weaknesses in our foreign markets
had an overall downward impact on our international
trade balance; but relative to other countries, our trade
and even our international investment performance
stood up well (see table).

Given the tough economic environment, the services
of trade commissioners are even more vital in helping
Canadian companies, particularly small and medium-
sized enterprises (SMEs), gain access to new markets.
Assisting SMEs continues to be a Government of
Canada priority; this is in line with Canadian public
attitudes, as respondents to the EKOS survey on
“Canadian Attitudes Toward International Trade”
confirmed.

Indicator

Real gross domestic product (GDP) growth
Employment growth

Unemployment rate

Exports of goods and services & growth rate
Exports of services

Exports of goods and services as % of GDP
Imports of goods and services & growth rate
Overall trade surplus with the world

Current account balance

Stock of foreign direct investment in Canada

Stock of Canadian direct investment abroad

2001 2002
1.9% 3.3%
167,100 335,000
7.2% 7.7%
$480.4 billion (-1.7%)  $472.6 billion (-1.6%)
$58.9 billion $58.3 billion
43.4% 40.9%
$417.9 billion (-2.2%)  $423.1 billion (-1.2%)
$62.5 billion $49.5 billion
$26.9 billion $23.4 billion
$333.6 billion $349.4 billion
$389.7 billion $431.8 billion

Sonrce: 'The Fourth Annual Report on Canada’s State of Trade: Trade Update 2003 reports on Canada’s performance in
international trade and investment. "This report is available on the Department’s Web site at hitp:/ | www.dfait-maeci.gc.ca/ eet/ trade/

state-of-trade-en.asp.
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5.1 International Business Development

Survey Results, Attitudes to International Trade

Those saying “high priority”
Provide SMEs with services and advice to help them export

Provide businesses with services and advice to help them export

5.1.5 Our Accomplishments and
Performance in 2002-2003

5.1.5.1 Enhance client  services by
developing best practices, called the New
Approach@Work, to improve communications,
leadership, training and the service standards
of the Trade Commissioner Service

Client Satisfaction Survey

The third client satisfaction survey results
indicated 79%  satisfaction with the TCS (http://
www.infoexport.ge.ca/docs/clientsurvey2002-e.htm).
Compared with the two previous surveys (1999 and
2000), there were significant improvements in the
scores for staff professionalism, timeliness, market
knowledge and being creative and proactive in solving
problems. For example, 74% of respondents indicated
that the TCS helped them make better decisions, and
79% said that the TCS saved them money. The survey
underlined the need to continue efforts to make service
delivery more consistent and personalized. To conduct
the telephone survey, a consultant selected 1,500 TCS
clients from a sample of 15,000 individual service
transactions wotldwide; these 1,500 Canadians were
interviewed about their specific service experiences at
107 posts abroad.

InfoExport
With close to 80% of

2001 2002
81% 84%
75% 76%

Virtual Trade Commissioner

To provide the Canadian business community with
specific, tailored information on international business
opportunities, the Department launched the Virtual
Trade Commissioner (VIC) in November 2002. A
Web portal funded by Government On-Line, the VTC
(http:/ /www.infoexport.ge.ca) pushes personalized
market and sectoral information out to Canadian
exporters. The VTC offers clients direct access to the
services of all trade commissioners abroad, resulting in
better-informed exporters.

Direct-mail initiatives reached over 12,000 potential
and current clients, raising their awareness of the TCS
and improving their understanding of its services.
As a result, more than 400 TCS partner clients and
4,000 Canadian business clients registered for a VIC
Web page. Over 1,000 of these business clients
were companies new to the TCS. Partner clients and
Canadian companies continue to register for the VIC
as they learn more about what the service can do for
them.

Focus on People
A key component of the TCS’s New Approach@Work
has been a greater focus on its people. During 2002-
2003, the TCS defined core competencies for locally
engaged and Canada-based trade staff. This involved
testing in several posts abroad, followed by the
introduction of improved recruitment and selection
tools. With these tools,

Canadian businesses actively
using the Internet, the Web
has become a significant
service delivery mechanism.

“It's excellent!l... The document is clear,
accurate, well-detailed.... The

managers can seek out
and engage the best and
the brightest staff as an

contacts investment that will result in

The TCS Web site (http:
//www.infoexport.gc.ca)
served 10% more clients
cach month compared with
the previous year, logging
a record 111,000 visits in
October 2002 alone. Content
is regularly updated to reflect
changing foreign market
environments, enabling
Canadian firms to benefit
from accurate and timely
market intelligence.

are here, the market opportunities,
suppliers, market share. Everything is here
for me to make a go/no go decision.”

The Market Research Center’s 2003 client
focus group testing indicated that users
are clearly pleased with the content, level
of detail and overall presentation of the
information produced by the Centre.
Overall, the Centre’s products clearly met
or exceeded client expectations.

improved service quality for
Canadians.

Also with a view to
improving services, the Trade
Commissioner Service held
employee focus groups to
develop a vision and values
statement to be rolled out
in 2003. Other deliverables
included first-ever feedback
interviews with returning
Canadian employees, a new
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on-line orientation kit for new employees, approval
of a three-year learning strategy following extensive
consultations, model job profiles and organizational
diagrams for overseas operations, and pioneering work
on retention and incentives.

In direct response to client

grasp of the specific industries in which their Canadian
clients do business. In response, numerous training
activities were initiated.

o 422 Canadian trade officers from Canada and
missions abroad participated in 22 learning sessions
targeted on 10 major industry

and employee feedback, trade
program managers from 108
missions abroad participated

in a three-day colloquium on
leadership and management,
marking the first such event
in over three decades. Upon
returning to their posts,
participants  notified  the
Chief Trade Commissionet,
in writing, of improvements

sectofs.
“Due to the complexities associated > An innovative China
with promoting trade with China, [this] export  training  program
pilot training program would provide an for Canadian  provincial

invaluable service to any government
official working in this area. | would
recommend it highly. This concept holds
significant potential as a template for further
collaboration between levels of government
in addressing common objectives in areas
of parallel interest.”

governments was created
to enhance the capacity of
the provinces to provide
companies  with  higher-
quality advice. Teams of
officials from three provinces
have completed the four-day

they were making in the
management of trade teams
as a result of what they had
learned at the colloquium.

Feedback  following  the

colloquium led to development of a Quality Tool Kit,
which helps managers implement a quality management
framework focused on continuous improvement. The
Quality Took Kit has been tested and has proven
to assist in strengthening areas of weakness within
the organization. Implementation of the framework
increases the quality of performance and improves
leadership capabilities by promoting shared goals and
clarifying roles and expectations.

A new mandatory 3.5-day training program, based on
the colloquium, was developed and delivered to trade
program managers going on posting or being cross-
posted in the summer of 2003. The training session
introduced the Quality Tool Kit to help new managers
take stock of their organizations and assist them in
business planning.

Expected key results of these people-focused initiatives
include:

o measurable progress in implementing leadership
and human resource action plans;

- an increased focus on core business and agreed
priorities; and

- modernized management, business and admin-
istrative processes.

Training

Employee feedback and the last client satisfaction

survey had identified a need for staff to have a firm

Vaughan Mitchell, Executive Council, Federal-
Provincial Relations, Province of Manitoba

course, which has helped
foster closer federal-
provincial cooperation,
reduced workload pressures
on the China program,
and enhanced our export
development capacity.

o Locally engaged officers attended two-week training
courses in Canada; in addition, staff from actross the
United States and Europe attended two-day training
workshops in their region. The core concepts were
reinforced by a new Virtual Campus course offered
via the departmental intranet.

- Courses were also developed to provide tools and
tips for managing science and technology activities
at posts and to promote foreign direct investment
in Canada. The Department offered the latter
course with Industry Canada, through Investment
Partnerships Canada.

Past evaluations of similar training sessions have
shown them to be worthwhile, resulting in TCS staff
who are able to save time and more effectively deliver
services to Canadian business clients; at the same
time, Canadian businesses find that TCS employees
are more knowledgeable about their market sectors.
Evaluations of these latest courses are planned for six
to 12 months after each session to verify the return
on investment, to confirm that the effectiveness and
efficiency of participating staff has increased, and to
identify remaining gaps and areas for improvement.
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5.1 International Business Development

5.1.5.2 Enlarge and diversify the number
of exporters served by the Department by
enhancing collaboration across departmental
boundaries in the design and delivery of Team
Canada Inc’s client services

Team Canada Inc

TCI has adopted a single-window approach to serve its
client base of predominantly small and medium-sized
enterprises across Canada. Within this single-window
access point, TCI operates a multi-channel program
that directs clients to the most appropriate information
or contact to satisfy their export enquiries. More than
13,000 calls were handled through the toll-free Export
Information Service and more than 290,000 visits were
made to http://www.exportsource.ca.

In a client satisfaction survey of users of TCI’s toll-
free phone service, 85% were satisfied or very satisfied
with the quality of the service. In addition:

o 78% said they were more aware of information
sources or other government services related to
exporting;

o 92% had a greater awareness of the export
information available following their use of the
exportsource.ca Web portal; and

o 6% indicated dissatisfaction with the site.

The Department’s term as chair of the Team
Canada Inc Management Board and FExecutive
Committee was renewed for a second year. A more
precise, pragmatic vision statement developed by the
Executive Committee sharpened TCI’s focus. The
strong leadership and direction of the Management
Board and Executive Committee encouraged a more
strategic, results-oriented approach to serving clients.
In a recent survey, members of the TCI Management
Board rated the effectiveness of meetings as highly
satisfactory.

Brand Canada

In addition to contributions from its federal members,
which generated $1.7 million in operating funds, TCI
succeeded in obtaining $§9 million from Treasury
Board over three years, 2001-2004, for the Brand
Canada program to improve Canada’s image at
international trade shows. Brand Canada moved into
high gear, projecting Canada as “creative, innovative
and competitive.” Funding enabled Canadian pavilions
at over 30 international trade shows to give greater
prominence to Canadian companies and also enhanced
representation in key markets for TCI’s priority sectors.
While it is too eatly to demonstrate concrete results, it

is expected that this initiative will lead to more export
business for the participating firms.

Publications

The on-line version of TCI’s popular Step-by-Step Guide
to Exporting recetved 24,000 visits. Since its launch in
1998, more than 92,000 copies of the print version
of this guide have been distributed. The Roadmap
to Exporting received 13,000 on-line visits, while
28,000 print and 19,200 CD-ROM copies have been
distributed since 2000. There is continuing demand for
these products, and an updated version of the S7ep-by-
Step Guide will be released shortly. Both publications
prepare Canadian businesses to become better
exporters.

Enhanced Representation in the United States
The Department received Cabinet approval to

The ExportUSA initiative — spearheaded
by the Department in partnership with
International Trade Centres across Canada,
the provinces and TClI members — helps
Canadians to expand their business by
exporting to the United States. A budget
of $250,000 helped about 2,500 SMEs
participate in 22 missions and more than
70 seminars in Canada. Early results show
that clients are generally satisfied with the
program, and some have started exporting
to the U.S. Since the export process is
usually lengthy and difficult to evaluate
immediately, a survey is planned for the fall
of 2003.

enhance Canada’s representation in the all-important
U.S. market by opening seven new offices over the next
three years. These offices will fill critical gaps and, in
the case of Miami and San Francisco, upgrade missions
to full consulates general with additional resources. It is
expected that this will improve Canada’s effectiveness
in pursuing business development, advocacy, and
science and technology collaboration.

Assistance for Non-Traditional Exporters

In cooperation with public sector partners and trade
associations representing SMEs, initiatives were
undertaken to assist more non-traditional exporters.
Numerous outreach activities took place across Canada
involving women, youth and Aboriginal entreprencurs.
A Women’s International Business Development
Committee was established, and the Department co-
chaired a revitalized Aboriginal International Business
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Committee. The Department also published a revised
edition of the Directory of Aboriginal Exporters, created
the Aboriginal Planet Business Centre, and published
supplements in CanadExport (the Department’s trade
news journal) on Aboriginal, women and young
entrepreneurs. As a result, target groups have increased
awareness of the value and benefits of international
business and know where to seek assistance in
becoming export-ready.

“My objectives were met by noon of the
first day. | wanted to tie in with a Native
American company which could assist my
subsidiaries in fast-tracking the process of
meeting Federal Aviation Administration
requirements to further my work in the
United States.”

Leo Jacobs, Chairman, Aborican Aviation
Group Inc., Alberta, participant in a Native
American Business Alliance New Exporters to
Border States mission

New Markets

Canada pursued new avenues for trade and cooperation
with Saudi Arabia and Tunisia by hosting the Canada-
Saudi Arabia Joint Economic Commission and the
Canada-Tunisia Bilateral Commission. Agreements
were signed with Saudi Arabia on the training of
Saudi police officers and air traffic controllers in
Canada, and with Tunisia in the area of sports and the
environment.

5.1.5.3 Realign resources associated with
international business development in order
to maximize the effectiveness of programs and
services

Program for Export Market Development

Work has started on an in-depth, strategic review of
the industry component of the Program for Export
Market Development (PEMD), a program that shares
with Canadian firms and trade associations the costs
and risks of implementing their export development
plans in international markets. The purpose of the
review, which involves extensive analytical research and
consultations with the Canadian business community,
is to ensure the program continues to meet the evolving
needs of Canadian SMEs and that it is the best use of
the funds available. The study should be completed by
the end of 2003-2004.

A total of 622 companies received assistance under
PEMD. Authorized repayable assistance amounted
to $15.6 million, while sales reported by companies
using PEMD assistance amounted to $152 million.
Contributions repaid by companies during this period
totalled $3.1 million. For the third consecutive year,
clients reported high levels of satisfaction with PEMD.
The 2002 survey shows an overall rate of satisfaction
of 92%. Users continue to be particularly pleased with
the PEMD Web site (http://www.dfait-maeci.gc.ca/
pemd/menu-en.asp) as well as with the program’s
impact on export sales and its assistance in identifying
distributors and agents and in establishing contacts.

Following the strategic review of the associations
component of PEMD, which also involved the
development of an on-line processing system, the
number of associations receiving support more
than doubled to 51, for total authorized funding of
$2.8 million. These associations, which represent
hundreds of Canadian companies in a wide variety
of industrial sectors, undertake trade promotion and
market access initiatives on behalf of their members,
raising the profile abroad of a large number of SMEs
who normally could not participate on their own. The
companies also benefit from greater access to market
information and intelligence.

Client Service Fund

The Client Service Fund was introduced to assist
Canadian businesses in expanding or diversifying
in global markets. Trade program managers are
accountable for utilization of the fund ($8.7 million
annually) and the associated results achieved.
Performance evaluations were conducted for each
of the 115 missions that received funds in fiscal
year 2002-2003. The fund’s first year was considered
successful. An analysis of the 114 plans, 2,045 reports
and corporate financial data shows:

o 98% of missions completed work plans, 97% of
missions submitted reports and 99.3% of the funds
were utilized worldwide;

o of Canadian businesses involved in these initiatives,
55% reported enhanced awareness and appreciation
regarding access to TCS services, and the range and
quality of these services; 58% reported improved
awareness and knowledge of the foreign business
environment in existing or new markets; 56%
expanded their networks of key contacts in foreign
markets; and 58% reported increased awareness
and knowledge of the business environment and
opportunities in Canada; and

o of partners and co-deliverers involved in these
initiatives, 49% enhanced their capacity to provide
guidance and support to Canadian businesses.
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5.1 International Business Development

Photo by lan Jackson

5.1.5.4 Further modernize management
practices  through integrated, cross-
departmental initiatives with a greater focus
on results

Team Canada 2003

Team Canada 2003 to the Netherlands, the United
Kingdom and Italy was postponed because of the
unavailability of some premiers and territorial leaders
and the reluctance of some companies to participate
due to the uncertain international climate.

Ministerial Trade Missions and Outreach

The Minister for International Trade led Canada trade
missions to New Delhi and Mumbai, India, in April;
to Mexico City and Monterrey, Mexico, in June; and
to Johannesburg, South Africa, Lagos, Nigeria, and
Dakar, Senegal, in November. A total of 335 Canadian
enterprises participated in the three missions and
signed 101 agreements valued at $326.6 million.
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The Department

supported Minister
on day-long outreach seminars with visiting trade
commissioners from abroad to six Canadian cities
(Edmonton, Regina, Waterloo, Ottawa, Gatineau and
Quebec City). The Minister and the visiting trade

Pettigrew

commissioners met with hundreds of Canadian
business representatives to promote increased use of
departmental services abroad. Many of the seminars
were attended by SMEs that had been unfamiliar
with these services. It is expected that participating
Canadian companies will be better positioned to use
these resources to penetrate new markets or expand
their presence in existing markets.

International Business Opportunities Centre

The International Business Opportunities Centre
(IBOC) received 6,400 business leads from over 100
posts abroad. This led to a 23% increase over the
previous year in the number of leads disseminated
to more than 18,000 Canadian SMEs either by phone
or through IBOC’s on-line service, e-Leads (http:
//iboc.gc.ca). A survey of a sample of companies
receiving business leads from IBOC indicated that
several companies concluded sales, including, for
example, a $97,000 sale of green and yellow peas to the
Philippines, an $88,000 sale of wave pool equipment
to Chile, and a $32,000 sale of automotive brakes to
Mexico.

Canada Investment Fund for Africa

The Department has taken a lead role in developing and
implementing the Canada Investment Fund for Africa
(CIFA) as part of the government’s response to the G8
Africa Action Plan. CIFA, to which the government
will contribute $100 million in financing from the
Canada Fund for Africa, is designed to generate
significant direct and indirect benefits for Canada
and Africa through new market opportunities for
Canadian firms and investors and enhanced strategic
linkages between Canadian and African organizations.
Through this fund, Canadians are helping Africans
attract investors and build momentum for increased
trade. The selection process for the fund is being run
by the Canadian Commercial Corporation. A fund
manager is expected to be selected by the fall of 2003,
with the fund operational by spring 2004.

Crown Corporations

The Department is taking an active stance with respect
to the review and approval of the corporate plans of
both Export Development Canada and the Canadian
Commercial Corporation, which report to the Minister
for International Trade. A corporate plan that sets
out each Crown corporation’s five-year strategic
approach is updated annually. The Department’s
heightened engagement in the process has led to a
closer integration of the strategic directions of the
Department and the two Crown corporations. The
objective is to ensure optimum access to financing,
insurance and contracting services for Canadian
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businesses engaged in export trade. Specific programs
are being developed to increase capacity for developing
countries and priority markets.

International Financial Institutions

To raise awareness of business and financing
opportunities offered by a broad range of international
financial institutions (IFIs), including the multilateral
development banks and United Nations agencies, the
Department:

o« participated in 28 events across Canada, reaching
over 1,000 exporters;

o added new content to IFInet (http://
www.infoexport.gc.ca/ifinet), which saw its number
of page views go up 40% from the previous year
and which now has over 2,000 subsctibers to its free
listsetrv;

o published 12 success stories and one supplement in

CanadExport,

o prepared one-page, Web-based fact sheets on
sources of project financing in 32 markets;

o included a section on sources of financing in 14
sectoral market studies; and

o developed new training modules, offered training
sessions and individual briefing sessions to trade
officers, and provided advice to partners on
multilateral development bank and UN procurement
as well as international trade financing.

“I find this very informative and would like
to share the information with my clients in
Taiwan.”

“Appreciate receiving this newsletter,
which  has generated considerable
interest among  staff here  who
would like to receive it on a regular
basis....[We] will endeavour to distribute
it to interested parties in Hong Kong.”

“This is most informative for us and very
presentable. As we are focusing some
efforts on promoting Swiss R&D in Canada
and on technologies such as nanotech and
biotech, it may also be of interest to some of
our local contacts.”

Feedback from S&T Newsline recipients

The Department will survey clients nine months after
participation in an event to assess the impact of this
activity on client behaviour. Expected results include
an increase in the number of Canadian businesses
bidding on IFI contracts, a more proactive approach
by TCS officers to providing information, and greater
client awareness of how to obtain information about
IFI opportunities.

Science and Technology

ST Newsline direct e-mail distribution has risen to
approximately 560 recipients, and the newsletter is also
available on-line. A special edition on “Canadian R&D
in the European Press” was used as part of the launch
of the European Union’s Sixth Framework Program
(FP6). The Canadian embassy in Tokyo translates S&T°
Newsline into Japanese to distribute to 450 recipients,
including Japanese science news services. The
recipients in Japan include both national and regional
government officials, university professors and
administrative officials, industry associations and R&D-
oriented companies. The publication generates both
general and specific dialogues with Japanese contacts,
and the subscription list is growing. The purpose
of the newsletter is to sensitize the Department’s
broader clientele to Canadian science and technology
capabilities to increase the number of opportunities
for research and investment partnerships.

Canada used the FP6 launch to enhance its profile as
a world leader in R&D, share its extensive experience
with a network-based research model — a model
the European Union (EU) is adopting under FP6
— and highlight the Canada-EU S&T Web site (http:
/ /www.infoexport.gc.ca/science/eu). A 50-person
Canadian scientific delegation to the FP6 and the
European Research 2002 Conference, in Brussels,
included an exhibitors’ booth and a highly successful
Canada session. The resulting higher awareness and
visibility for Canada within the European Commission
has led to an EU proposal to set up a Canada-EU
S&T office in Canada, toward which the EU would
contribute $400,000.

The Going Global Science and Technology Fund,
which facilitates Canada’s international science
and technology collaboration by helping Canadian
researchers establish new R&D initiatives with foreign
partners, assisted 16 groups of non-governmental
researchers, disbursing a total of $289,046 for 16
projects. These groups included a mix of university
and industry participants. An evaluation of the impact
and results of these projects is under way, and the
findings will be included in the fund’s annual report.
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5.2 Trade, Economic and
Environmental Policy

5.2.1 Our Long-Term Aim: The
Strategic Outcome

Create jobs and prosperity in Canada by effectively
managing Canada’s trading relationships with the
United States and liberalizing trade and capital flows
around the world, based on clear and equitable rules.

5.2.2 Our Resources in 2002-2003

(S millions)
Planned spending at beginning of fiscal year 122.3
Total spending authorities 194.4

at end of fiscal year

Actual spending 193.5

5.2.3 How We Pursue Our
Long-Term Outcome

The business line operates at two primary levels
in support of government priorities. First, it
projects Canada’s interests in economic growth and
employment, as well as sustainable development and
sound environmental management, across a range
of trade, economic and environmental negotiations,
institutions and relationships. Second, it interprets the
international context for Canadians, identifying and
exploiting opportunities for advancing the government
agenda at the multilateral, plurilateral, regional, bilateral
and domestic levels.

The Department continued to play an important
role in border management, a government priofity.
It took steps to strengthen Canada’s export control
regime under the Export and Import Permits Act
and promoted cooperation on other issues relating to
North American economic integration, including the
North American Free Trade Agreement (NAFTA) and
bilateral regulatory and investment policy matters.

The broader trade agenda in 2002-2003 was
dominated by ongoing negotiations. The Department
led government efforts to expand global markets
for Canadian services and goods through the World
Trade Organization’s Doha Development Agenda
(DDA), launched at Doha, Qatar, in November 2001.
Departmental negotiators sought in particular to make
farm trade fairer and to strengthen rules to bring greater
stability and discipline to international trade flows.
Departmental efforts also supported broad foreign
policy interests, such as promoting global sustainable
development and improving mutual supportiveness
between trade and environmental policy.

In 2002-2003, the DDA made progress on all fronts:
agricultural trade reform, services, non-agricultural
market access, certain trade rules (including subsidies
and countervailing and anti-dumping measures),
dispute settlement, a multilateral system of notification
and registry for wines and spirits, and certain aspects
of the relationship between trade and the environment.
Discussions intensified on investment, competition,
transparency in government procurement, and trade
facilitation (known as the “Singapore issues”), as
well as on intellectual property, electronic commerce
and culture, and cross-cutting development issues.
However, it became clear that more time would be
needed to build consensus in many areas, and the
agriculture and development deadlines were missed.
As these areas are closely interlinked and central to the
DDA, the Department worked to bridge differences
over them as well as over other challenging issues.

The Department also led negotiating teams
pursuing Canada’s economic and foreign policy
goals through bilateral and regional initiatives: the
Free Trade Area of the Americas negotiations; free
trade negotiations with the “Central America Four”
(El Salvador, Guatemala, Honduras and Nicaragua)
and with Singapore; and further work (including,
in some cases, limited negotiations) under NAFTA
and existing free trade agreements with Israel and
Chile (which all marked their fifth anniversaries in
2002). The Canada-Costa Rica Free Trade Agreement
and its labour and environmental cooperation side
agreements were brought into force, and domestic
consultations and preparatory work began regarding
possible negotiations with the Caribbean Community
(CARICOM), the Dominican Republic and the
Andean Community. While discussions with Singapore
and countries in the Americas were initiated by those
partners, Canada also proactively pursued its trade and
economic interests with other major partners, such
as the Huropean Union, through bilateral and World
Trade Organization (WTO) channels.

Canada chaired the G8 in 2002 and hosted the
successful G8 summit in Kananaskis, Alberta, in
June of that year. The G8 process brings together
the leaders of the world’s principal economies, the
EU Commission and presidency, and the president of
Russia, affording a unique opportunity for informal
dialogue on economic and political trends and
challenges.

While trade is only one component of an integrated
and comprehensive approach to sustainable growth
and poverty reduction, it is an essential component, so
Canada gives extensive tariff preferences to developing
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countries, particularly least-developed countries. In
addition to market access, Canada’s approach to trade
and development includes the delivery of needs-based,
coordinated programs of trade-related technical
assistance and capacity building. These programs aim
to help developing countries negotiate effectively, to
integrate trade into plans for national development, and
to build institutional and supply-side capacity to take
advantage of emerging trade opportunities and reduce
poverty. Development issues featured prominently at
the Kananaskis summit and at the World Summit on
Sustainable Development (WSSD), as well as in other
trade and economic forums and negotiations.

The International Conference on Financing for
Development, held in Monterrey, Mexico, in March
2002, was an important platform for the WSSD. The
WSSD itself, held in Johannesburg, South Africa, in
September 2002, was a bold and ambitious effort in
international priority setting across the breadth of
the development agenda, integrating the three pillars
of sustainable development — economic, social and
environmental policy.

In December 1997, 160 countries negotiated the
Kyoto Protocol to the United Nations Framework
Convention on Climate Change, which sets legally
binding greenhouse gas emission reduction targets
for industrialized countries. This landmark agreement
calls for industrialized countries to achieve these
targets through both domestic and international
actions. The international mechanisms include
international emissions trading, the clean development
mechanism and joint implementation. The Protocol
has been signed by 84 countries and regional economic
integration organizations and, as of March 31, 2003,
110 are bound by its provisions.

The breadth and importance of Canada’s international
trade, economic and environmental agenda continued
to demand a concerted strategy of consultation
and outreach with stakeholders and the broader
public in order to elicit educated contributions to
policy development. The Department’s efforts were
concentrated on Canada’s trade agenda writ large and
on initiatives such as the improvements in market
access for least-developed countries.

5.2.4 Our Working Environment in
2002-2003: Challenges and Risks

In 2002-2003, the Department continued to advance
Canadian economic and trade policy interests around
the globe. Our relationship with the United States —
the destination for 81.6% ($382.5 billion) of our goods
and services exports and the source of 69.9% (8295.2

billion) of our goods and services imports in 2002
— remained paramount. This relationship continued
to show dynamism despite difficult economic
circumstances, but two particular areas required
significant attention from the Department: managing
disputes and managing the border.

Disputes management required vigilant monitoring
of protectionist pressures and initiatives, extensive
advocacy across the United States (up to the most
senior levels of government) and, on occasion, formal
representations and state-to-state dispute settlement
proceedings under the WTO and NAFTA. NAFTA
activities also included defending the government
against private investor litigation. The Department
focused particularly on the high-profile dispute
over the American application of anti-dumping and
countervailing duties on Canadian softwood lumber
exports (valued at $8.7 billion). Other irritants affected
trade in wheat, dairy, sugar and sugar-containing
products. Efforts to manage the impact of continuing
distortions in world steel markets on Canada-U.S.
steel trade (worth $7.5 billion) continued, including
in the Organization for Economic Cooperation and
Development (OECD); some 40% of the primary
Canadian steel market is supplied by imports. Aspects
of American trade law continued to vex bilateral
relations, notably the so-called Byrd Amendment,
which provides for the distribution of anti-dumping
and countervailing duties to import-competing
industries.

Environmental and sustainable development issues,
many of which are transboundary or global in nature,
form a significant and growing part of Canada’s
foreign policy agenda. The Department plays a key
role in ensuring that the positions Canada advances
internationally on these issues are consistent with our
broader foreign and trade policy objectives.

5.2.5 Our Accomplishments and
Performance in 2002-2003

Under this business line, the two primary levels
of operation in support of government priorities
— projecting Canadian interests across a range of
negotiations, institutions and relationships; and
interpreting the international context for Canadians
— are considered intrinsic in all intended results and
are therefore embedded in the accomplishments
presented below.

This section highlights the achievements and challenges
faced in 2002-2003. Accomplishments are presented in
such a way as to demonstrate the logic and synergy
between the work done toward global projection of
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Canada’s interests across a range of trade, economic
and environmental negotiations and the identification,
interpretation and exploitation of opportunities for
advancing the government agenda at many levels.

5.2.5.1 Canada-U.S. Relations

In response to the US. imposition of duties on
Canadian softwood lumber imports in May 2002, the
Department launched a two-track strategy of legal
challenges and discussions with the United States
to develop a long-term, policy-based solution to the
dispute. Canada won its WTO challenge of the US.
preliminary determination of subsidy and launched
WTO and NAFTA challenges in response to the final
determination. Departmental efforts to arrive at a
long-term solution made progress over the year, but
the two sides still remain too far apart to arrive at a
negotiated settlement.

The Department promoted Canadian agricultural
interests through representations at the U.S. political
and administrative levels. The Department also used
other forums, including the WTO, the OECD and
the UN’%s Food and Agriculture Organization, to
raise  Canadian  concerns

In March 2003, the US. Department of Commerce
applied a provisional duty of 3.94% on imports,
reflecting its preliminary finding that just two of
the measures targeted by the US. petitioners were
countervailable subsidies.

Canada was an active party to a successful WTO
challenge of the US. Byrd Amendment. An arbitrator
has ruled that the U.S. has until December 27, 2003, to
remove the measure. While the amendment’s economic
impact on Canadian interests has been relatively minor
to date, the Department considered it potentially
damaging to future economic interests.

The  Department  supported  the  ongoing
implementation of the 30-point Smart Border
Declaration, including the expansion of the NEXUS
program for pre-approved travellers, the introduction
of the FAST program for pre-approved commercial
carriers, and the implementation of regulations for
the Preclearance Agreement. Progress in this area
has enhanced the security of our shared border
while facilitating the legitimate flow of people and
commerce.

regarding the US. Farm Act
and its subsidies, proposed
mandatory country of origin
labelling requirements and
otherissues. Following strong
Canadian  representations,
a proposed amendment
to the 2002 US. Trade
Promotion Authority  Bill
was dropped; it would have
given the Administration
broad discretion to restrict
imports of a range of sugar and sugar-containing
products from Canada, including cocoa preparations
and preparations of cereals, flour, starch or milk.

As a result of the WTO Dairy Appellate Body
decision on December 20, 2002, Canada faced
retaliation (measures to cut off trade) from both the
United States and New Zealand. Neither did retaliate
as the Department immediately initiated trilateral
consultations with them. These ended in May 2003
with a mutually agreed solution that removed the threat
of retaliation and provided an adjustment period for
industry to comply with the WTO rulings.

The Department coordinated the defence of
Canadian policies and programs in the U.S. countervail
investigations that were launched in October 2002
against Canadian durum and hard red spring wheat.

The Department led advocacy campaigns
to promote the Smart Border Process,
leading to a better understanding by key
U.S. decision makers of Canada’s efforts to to
ensure border security and muting criticism
of Canadian policies by members of the
Administration and Congress.

In  collaboration  with
Environment Canada and
Natural Resources Canada,
the Department established
a Canada-U.S. working group
intensify  cooperation
on climate change; this has
made substantial progress
in the ability to inventory
present and potential areas
for cooperation.

5.2.5.2 Other Key
Negotiations
Throughout the year, Canada conducted negotiations
with the EU over trade in wines and spirits. The
agreement, signed in April 2003, brings closure to
long-standing bilateral grievances in these sectors.
The agreement will facilitate Canadian wine exports
to Europe and allow Canada to maintain its current
domestic distribution and marketing structures. It will
also provide a mechanism to address any future wines
and spirits trade irritants constructively.

Relationships and

At the December 2002 Canada-EU summit, leaders
agreed to launch work toward a bilateral trade and
investment enhancement agreement. Canada has
agreed to pursue bilateral regulatory cooperation that
would eventually become an integral element of the
agreement. The Department has begun to develop
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proposals for the design of this new agreement, which
is intended to complement WTO rules governing
Canada-EU trade. These proposals will be tabled at
the 2003 summit next December.

WTO litigation between Canada and Brazil on regional
aircraft financing ended in December 2002. The
WTO awarded Brazil the right to impose retaliation
on imports from Canada up to a value of US$250
million, a fraction of the US$3.6 billion requested; the
award was based on the position of the Department,
including its economic analysis. Like Canada, Brazil has
elected not to exercise its right to retaliate. The steady
improvement in negotiations over the past two years
and the clear progress toward a permanent resolution
are a result of Canadian strategy in the dispute over the
last few years.

A formal Canada-India trade policy dialogue was
established during the February 2003 visit to India of
the Deputy Minister for International Trade. Good
progress was made in building closer government and
private sector links and in forging higher education
partnerships between research and development
institutions.  Additionally, a memorandum of
understanding (MOU) on film and television co-
production has been negotiated that has enormous
potential value, given the size and importance of the
Indian film industry.

The Department led progress toward the conclusion
of bilateral free trade agreements and — with Human
Resources Development Canada and Environment
Canada — accompanying labour and environmental
cooperation agreements through several rounds of
negotiations with Singapore and the Central America
Four; continued with discussions in preparation
for eventual negotiations with CARICOM; and, in
response to their requests, initiated similar exploratory
talks with the Dominican Republic and the Andean
Community.

The Department negotiated amendments to the
investment provisions of the Canada-Chile Free Trade
Agreement to incorporate clarifications similar to those
already agreed to under NAFTA; these will improve
transparency and clarify the extent of obligations on
both parties.

5.2.5.3 NAFTA

The Department contributed significantly to NAFTA
work in the areas of investment (including investment
disputes) and rules of origin. Building on work done
in 2001, the Department and its U.S. and Mexican
counterparts delivered on their ministers’ instructions

to analyze and clarify aspects of Chapter 11
(investment). This will help investors and stakeholders
better understand the scope of Chapter 11 dispute
settlement and avoid misapprehensions concerning
the operation of its rules.

With the Department of Justice, the Department
defended the government in litigation under Chapter
11. Canada largely prevailed in arbitration launched
by the firm Pope & Talbot, which was awarded
under US$700,000 (a small fraction of its US$500
million claim) in damages and costs arising out of a
single administrative incident. Canada also succeeded,
through a jurisdictional challenge, in limiting the
grounds on which United Parcel Service could proceed
with its claim under Chapter 11.

On January 1, 2003, Canada and the United States
liberalized certain NAFTA rules of origin, making
it easier for exporters of seven affected products to
benefit from duty-free treatment. This will increase
the competitiveness of billions of dollars’ worth of
Canadian exports, in particular petroleum. Mexico will
implement these changes later in 2003.

The Canada-Costa Rica Free Trade
Agreement and associated environmental
and labour cooperation agreements entered
into force on November 1, 2002. This
agreement demonstrates that it is possible
to take into account differences in size and
level of development when negotiating with
potential partners. Besides tariff cuts, the
provisions on trade facilitation will reduce
formalities and costs for Canadian business
at the border. The side agreements will
promote higher levels of environmental
protection and better enforcement of labour
rights in Costa Rica through cooperative
mechanisms and capacity building.

For more information on NAFTA,
please visit the Department’s Web site at
http://www.tradenegotiations.gc.ca/nafta-en.asp.

5.2.5.4 Free Trade Area of the Americas
(FTAA)

The Department managed Canada’s participation in
the dozens of negotiating sessions aimed at creating
a Free Trade Area of the Americas. Advance work by
the Department and leadership by the Minister for
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International Trade led to success on two Canadian
priorities at the November 2002 FTAA Ministerial in
Quito, Ecuador: public release of the second version
of the draft negotiating text, and formal recognition by
ministers (for the first time) of the broader context of
the negotiations, specifically in relation to labour and
the environment.

The Department was instrumental in organizing
a first-ever regional seminar with civil society
participants in Mexico in July 2002, in which civil
society representatives met with the US., Mexican
and Canadian chief negotiators. The Department also
published Canada’s initial offer in the negotiations,
with regard to cross-border services and investment,
in February 2003.

Months of work on the initial environmental
assessment of the FTAA negotiations culminated in
the assessment’s release in April 2003.

For more information on  the  FTAA,
please visit the Departments Web site at
http://www.tradenegotiations.gc.ca/ ftaal-en.asp.

5.2.5.5 Asia-Pacific Economic Cooperation
(APEC)

Canada’s APEC senior official and APEC team, both
in the Department, supported the Prime Minister and
the ministers of Foreign Affairs and International
Trade at various meetings where they successfully
advanced Canada’s three key APEC priorities. First, the
Department worked with the Canadian International
Development Agency (CIDA) to support the Doha
Development Agenda through capacity building
(including through funding, donor coordination and
a dedicated Web site to match donors and projects).
Second, leaders committed to specific targets for
facilitating trade in areas such as customs procedures,
business mobility and standards (a departmental
priority in support of Canadian companies exporting
to the region). And third, in the wake of the hostage
taking in Moscow and bombings in Indonesia and the
Philippines, leaders recommitted APEC to the battle
against terrorism at their meeting in October 2002.

For more information on Canada and APEC, please
visit the Department’s Web site at http://www.dfait-
maeci.gc.ca/canada-apec/menu-en.asp.

5.2.5.6 The G8

The Department provided policy and logistical support
to the Prime Minister as host of the G8 summit in
Kananaskis. The Department elaborated an approach
that produced a tightly focused agenda leading to

three important outcomes at the summit: the launch
of the G8 Africa Action Plan, the launch of the G8
Global Partnership Against the Spread of Weapons
and Materials of Mass Destruction, and agreement on
cooperative G8 actions to provide greater international
security in transportation.

Additional information is available on the Department’s
Web site at http://www.g8.gc.ca.

A specific Canadian contribution to the
Africa Action Plan announced at Kananaskis
was a new market access initiative for least-
developed countries (LDCs). The initiative
provides duty-free and quota-free access
for all imports —except supply-managed
agricultural roducts (dairy, pouliry and
eggs)- from 48 LDCs, of which 34 are in
Africa. Implemented on January 1, 2003,
this is the most far-reaching LDC preference
scheme of any developed country, giving
LDCs preferential treatment in areas of
key interest to them: apparel, textiles and
agriculture. Canada’s rules of origin will
take greater account of the productive
capacity of LDCs and encourage their
trade with developing countries as well as
Canada. The Department played a central
role in designing this scheme, working
closely with CIDA, the Department of
Finance and Industry Canada.

5.2.5.7 Organization for Economic
Cooperation and Development (OECD)

The OECD provides a forum for the 30 most
developed countries in the world to engage in regular
policy dialogue and benefit from highly prized work
in trade, economics and comparative statistics. As
coordinator of Canadian participation in the OECD,
the Department played a key role in monitoring
members’ policies and sharing best practices across the
government. The Department provided substantive
input on trade regulation to the OECD regulatory
review of Canada in October 2002, which concluded
that Canada “has a mature, effective and innovative
system of regulatory governance closely linked to the
government’s public policy goals.”” The Department
also participated in OECD consultations with civil
society and supported its outreach program to help
developing countries and economies in transition to
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redesign and improve their policies.

The OECD’ extensive policy support for the
international trade agenda is a priority promoted
by the Department. At the May 2002 Ministerial
Council meeting, ministers reaffirmed their pledge to
eliminate trade protectionism in support of the Doha
Development Agenda. Fostering global development
is another important objective of the OECD, and the
Department made a major contribution to the joint
OECD-WTO capacity-building database initiated in
2002. The database is a key tool for tracking technical
assistance and capacity-building commitments made
under the Agenda.

The Department continues to play a strong role in
continuing OECD work on possible multilateral
disciplines on steel subsidies and on global overcapacity
in the industry. An agreement to reduce or eliminate
trade-distorting subsidies in the major steel-producing
countries could address fundamental problems in the
world steel industry.

5.2.5.8 World Trade Organization (WTO)

The Department manages Canada’s participation

In December 2002, Canada passed
legislation to implement the Kimberley
Process  Certification  Scheme. The
Kimberley Process was initiated by South
Africa in 2000 to develop an international
certification scheme for rough diamonds. Its
aim is to prevent so-called conflict diamonds
from entering legitimate markets. Conflict
diamonds originate in areas controlled by
rebel groups and are used to fund military
actions targeting governments. Following
implementation of the scheme, the
Department led a successful international
effort to obtain a World Trade Organization
waiver (granted in May 2003) that allows
Canada and other countries participating
in the scheme to effectively block trade in
conflict diamonds, in a manner consistent
with their international trade obligations.
This success story refl